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ACCA is the global body for professional accountants. We aim to offer business-
relevant, first-choice qualifications to people around the world who seek a rewarding
career in accountancy, finance and management.

Founded in 1904, ACCA has consistently held unique core values: opportunity,
diversity, innovation, integrity and accountability. We believe that accountants bring
value to economies in all stages of development. We aim to develop capacity in the
profession and encourage the adoption of consistent global standards. Our values are
aligned to the needs of employers in all sectors and we ensure that, through our
qualifications, we prepare accountants for business. We work to open up the profession
to people of all backgrounds and remove artificial barriers to entry, ensuring that our
qualifications and their delivery meet the diverse needs of trainee professionals and
their employers.

ACCA has 188,000 members and 480,000 students in 178 countries, with
approximately 75,000 members and over 70,000 students in the UK, and works to help
them to develop successful careers in accounting and business, with the skills required
by employers. We work through a network of 100 offices and centres and more than
7,400 Approved Employers worldwide, who provide high standards of employee
learning and development. Through our public interest remit, we promote appropriate
regulation of accounting and conduct relevant research to ensure accountancy
continues to grow in reputation and influence. www.accaglobal.com
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ACCA welcomes the opportunity to comment on the proposals issued by the Office of
Tax Simplification (OTS).

COMMENTS

ACCA strongly supports the OTS’ work on simplifying the corporation tax system. In
particular, we welcome the cost-benefit approach to identifying potential areas for
reform in this progress report. Our engagement with tax practitioners and experts on our
Global Forum for Taxation has led us to conclude that tax simplicity is a fundamental
principle in the design of any tax system.

An outline of our key positions is set out below. We would be pleased to engage further
with the OTS on this topic, to discuss in detail specific reforms which should be
considered.

Tax law simplification

The current low rate of corporation tax in the UK provides the ideal opportunity to
consider the simplification of tax legislation. Our members have consistently
emphasised to us the importance of tax stability alongside tax simplicity: at times,
favouring the removal of tax deductions whose rules are complex and liable to change
from one year to another. At today’s low main rate of corporation tax, the financial effect
of such tax deductions, including certain capital allowances, is diminished, therefore
allowing changes to be made without significant Exchequer or taxpayer impact. It is
important to stress, however, that real simplifications must be achieved — merely
changing tax legislation to fit new tools or processes will both fail to deliver simplification,
but also fail to provide the stability and certainty that taxpayers sorely need in the
current uncertain economic climate.

Since the implementation of any tax measure is based on tax law, it is essential that
draft legislation is published sufficiently in advance to allow taxpayers to prepare for the
changes. The abolition of the Autumn Statement will help to deliver tax certainty.
However, the delayed publication of a number of tax measures that become effective in
April 2017 — including those relating to restrictions on tax deductions in relation to
corporate interest expense and corporate loss reform — could prove harmful to the
business environment, and we argue that the Government should make minimising
such delays a priority.



Making Tax Digital

The simplification of corporation tax should not only focus on the mechanics of the
preparation of tax computations, but look more widely at the reporting and compliance
processes. This is particularly important as Making Tax Digital (‘MTD’) will require
businesses to report more detailed information to HMRC than will be required for the
corporation tax computation. Research has shown that, while businesses and tax
practitioners welcome the potential efficiency gains of tax digitalisation, many, notably
SMEs, are ill-equipped to report information to HMRC on a quarterly basis.

MTD is the most far reaching reform to the UK tax system in this parliament and indeed
for generations. The proposed changes will affect all UK businesses and a significant
proportion of taxpayers. We have received an unprecedented level of input from our
membership and concerns about the potential impact of mandatory integrated
accounting software designed to HMRC specification for every business taxpayer have
been universal. Given the impact of the project, it is vital that enough time is allowed to
understand the implications and properly develop the legislation and systems required.
As the OTS’ progress report states, tax measures should add material value either to
the business or to the Exchequer’. Given that HMRC have not performed an impact
assessment of the associated economic cost, significant uncertainty remains whether
MTD will bring a proportionate benefit to the wider UK economy.

We would urge that the adoption of quarterly reporting for business be voluntary.
Further, as noted above, it is vital that taxpayers are given sufficient time to prepare for
the new requirements under Making Tax Digital. Given the significant impact of the
project on HMRC and taxpayers, ACCA has consistently argued that the timetable
should be reset with more time given to developing solutions.

The Schedular System

In principle, ACCA welcomes the increased flexibility introduced by changes to
corporation tax loss relief set out in Finance Bill 2016. However, the potential benefits of
the reform are reduced by the complexity of the rules concerning pre-2017 losses and
the anti-avoidance provisions.

Specifically, the measures in Finance Bill restrict the use of pre-2017 losses to 50% of
trading profits and 50% non-trading profits. Given that the reform aims to pool losses
and profits from different categories of income, it seems counter-productive to restrict
the utilisation of losses on a scheduler basis, rather than on 50% of total taxable profits.
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This, compounded with the changes to interest relief reflecting the BEPS Action Point 4
requirements regarding interest deductibility, will add considerably to the potential
complexity faced by larger groups in correctly calculating the available reliefs.

In addition, we note that a number of anti-avoidance provisions, including expanded
loss-buying rules and provisions to deal with non-trade deficits or non-trading losses on
intangible fixed assets when trade ceases or becomes negligible, will not be published
until January 2017. Given that tax law is central to driving tax simplicity, this delay in the
publication of draft legislation — without a corresponding delay in implementation
timetables — risks eroding tax certainty and stability.

We look forward to engaging further with you to further develop an approach to tax
simplification that benefits businesses and tax administrations alike.






