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Grant Thornton UK LLP ("Grant Thornton") has considered the questions raised in the 

consultation document "Strengthening the Tax Avoidance Disclosure Regimes for Indirect 

Taxes and Inheritance", published by HM Revenue & Customs on 20 April 2016 and we 

welcome the opportunity to respond. 
 

Grant Thornton continues to support the government’s efforts to challenge tax avoidance 
which seeks to achieve unacceptable tax savings in ways which were clearly not intended. In 
addition, we continue to support the government’s efforts to ensure that, through the 
DOTAS regimes, it can gather useful information about tax avoidance schemes to ensure that 
it can take action against those schemes which it considers to be unacceptable.  

 

Responses to specific questions 

 

VADR – Disclosure of avoidance schemes  

 

 
1. Do you agree that reforming VADR in this way would provide a clearer and more 

timely picture of the nature and extent of avoidance? 
 
Yes 

 
 

2. If you disagree, what suggestions do you have for reforming VADR so that it 
provides HMRC with a clear and timely picture of the nature and extent of 
avoidance? 

 
We agree. 
 
 
3. To what extent do you think the DOTAS rules on who is a promoter and 

circumstances when a scheme user has to disclose an avoidance scheme would be 
effective in a revised indirect tax disclosure regime?  

We believe that this would be equally as effective as how it is for direct taxes.  
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4. To what extent would the DOTAS ‘benefit’ test be a clearer and more objective 
test for disclosure of indirect tax avoidance schemes?  

In general, we agree that the proposed change is sensible.  

5. To what extent would removal of turnover thresholds ensure HMRC is more fully 
sighted on VAT avoidance?    

 
Any requirement to make a disclosure imposed on a promotor should apply regardless of the 
turnover of their client. Instead it should depend on the nature of the avoidance scheme 
concerned. It is likely that many small businesses acting without an adviser would be unaware 
of their requirement to make a disclosure. It is also less likely that such businesses would 
engage in an activity that required disclosure. Accordingly, in this one instance a turnover 
limit for self-disclosure would still therefore seem to remain appropriate.              

 

6. To what extent should a revised indirect tax disclosure regime place reporting 
obligations on VAT non-taxable persons?      

Where no advisers are involved, we do not believe that individual non-taxable persons should 
be required to make their own disclosures for the reasons outlined above. Instead the 
promotor of the scheme should be required to notify its use regardless of whether or not the 
user is a taxable person.   

7. How should users of VAT avoidance schemes who are not registered for VAT, 
and who receive a scheme reference number from the promoter, be required to 
notify HMRC when they use such schemes?       

There should be no requirement for such users to notify HMRC. Instead HMRC should rely 
upon the notification received from the promoter.  

8. Should the indirect tax disclosure regime adopt the DOTAS definition of tax 
advantage for VAT or should it retain the current definition, suitably adapted to 
cover non-taxable persons?           

We believe that the indirect tax disclosure regime should retain the current definition from 
the VADR regime with the addition of the DOTAS condition regarding the avoidance of any 
obligation to deduct or account for tax. 

9. Do you believe that penalties for failure to comply with obligations under the 
indirect tax disclosure scheme should be the same as those applied under 
DOTAS? If not, please explain your reasons and explain what penalty structure 
would be more appropriate.           

We believe that any penalty should be more aligned to the potential tax saving. Therefore, the 
DOTAS rules appear to be more appropriate. 

10.  Which DOTAS hallmarks do you believe are suitable for an indirect tax 
disclosure regime? Would these hallmarks require any modification to work 
effectively for VAT arrangements, and if so how should they be modified?             

No comment 
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11. Which of the current VADR hallmarks should be retained in a reformed regime? 
What further hallmarks or features of schemes should be added? 

 No comment 

 

Other indirect taxes and duties  

12. Do you see any reason why gambling duties and IPT should not be brought 
within the scope of VADR, revised as proposed in this consultation?            

No comment 

 
13.  Do you agree that indirect taxes should be included within the scope of the 

proposed revised VADR? What further changes would be required to include 
these regimes?                  

No comment 

 
14.  Which hallmarks do you believe are suitable for VAT and for IPT and gambling 

duties? Would these hallmarks require any modification to work effectively for 
arrangements in these taxes, and if so how should they be modified?    

No comment 

 
15. Would these ‘generic’ hallmarks also be suitable for other indirect taxes? If not, 

what changes do you believe would be needed to make them effective?          

No comment  

 
16. What further hallmarks are required to ensure avoidance risks specific to these 

taxes properly addressed?               

No comment  

 
17. Do you agree that the DOTAS definition of tax advantage is appropriate for 

indirect taxes other than VAT? If so, does it need to be modified for any of the 
taxes?    

No comment  
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DOTAS and inheritance tax  

18. Do the revised Conditions 1 (tax advantage a main purpose) and 2 (contrived or 
abnormal arrangements) target the hallmark appropriately and ensure that 
ordinary tax planning arrangements are not caught, whilst ensuring that IHT 
avoidance is disclosed?                

In their current state, the proposed hallmark rules are still very wide ranging. Subsequently 
this will result in a number of unnecessary disclosures being made. In order to reduce this, it 
is proposed for DOTAS guidance to have high level examples of situations where disclosure 
is needed. Generally, we are opposed to this trend as it places too much emphasis on 
guidance instead of a principles based legislative approach which is sufficiently clear in itself 
to permit correct decisions to be made.  

However, if instead reliance is to be placed on the use of high level examples contained in 
guidance we suggest that an extended more comprehensive list of excepted arrangements 
should also be used in order to  help practitioners identify the cases that HMRC really want 
to be disclosed. 

Due to the nature of IHT, rather than being an indication of undesirable tax behaviour, 
Condition 1 is almost always likely to be triggered in practical terms in relation to IHT 
planning. For example, very basic IHT planning such as executing a will to ensure an 
individual’s nil rate band is fully utilised will trigger Condition 1.   

We believe that Condition 2(a) should be removed as “contrived or abnormal” should only 
come into play if linked with the tax advantage. We believe that Condition 2(b) should be 
amended to refer to the tax advantage as a result of “contrived or abnormal” arrangements. 
Also, we consider that the term “contrived or abnormal” is not appropriate in relation to IHT 
planning due to the nature of such planning where commercial considerations are not 
present, and the arrangements are necessarily highly personalised and fact specific. If the 
terms “contrived or abnormal” continue to be used in the hallmark, we consider that it would 
be essential for the terms to be defined in a clear way.  In the absence of such an approach it 
is essential for comprehensive guidance to be drafted explaining how the terms are to be 
construed along with details and examples of what HMRC consider to be an acceptable.  

19. Does the Schedule now cover the types of arrangements which could meet 
Conditions 1 and 2 but which should not be disclosed? Should other types of 
arrangements be included?             

In general, we believe that the schedule fails to give a comprehensive list of excepted 
arrangements and is inadequate. If a list of excepted arrangements is deemed necessary, rather 
than giving specific excepted arrangements, a solution would be to expand the list to be a 
white list of acceptable arrangements. 

One of the main disadvantages of the listing of excepted arrangements is that it implies that 
other “non-listed” arrangements must fall within the hallmark. In practise, assessing these 
draft regulations is very difficult without knowing how HMRC defines or measures the 
concept of contrived or abnormal. As such the legislation is too widely drawn and subjective. 
A far better solution would be to draft carefully worded legislation that makes the position 
clear.  

20. Do you agree that the revised approach of describing the type of excepted 
arrangements is preferable to one where the circumstances are more precisely 
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defined? Are the descriptions sufficiently precise to ensure that the appropriate 
arrangements are included?      

As explained above, we would prefer a principles based legislative approach rather than the 
approach currently adopted.  

 

Assessment of impacts 

21. What impact is the proposed change likely to have on your business?    

The impact on Grant Thornton and other advisers is potentially serious. Such advisers will 
want to be compliant but in the absence of a more targeted legislative approach or a 
comprehensive list of excepted arrangements they will necessarily spend more time than is 
really required to identify the type of cases that HMRC want to be disclosed to them. This 
expenditure of time represents a real business cost and an unnecessary administrative burden. 

This effect will be especially pronounced if there is any delay in issuing DOTAS guidance as 
has been the case following the recent introduction of the Financial Products Hallmark. 
Detailed guidance is essential in order to reduce any confusion and uncertainty as to what 
should be disclose and in what circumstances.   

22. Are there any specific impacts on small and micro businesses that are not covered 
above? If so please provide details of the anticipated one-off and on-going costs 
and burdens.  

As explained below. 

23. Please tell us if you are think there any other impacts not covered 

The new hallmarks are particularly concerning for smaller firms of advisers as they will not 
have the resources to deal with such a wide ranging hallmark nor the experience of working 
with the regime in practice. 

We are concerned that as currently drafted, the hallmarks could catch mainstream benign 
advice undertaken by small firms such as basic IHT estate and will planning. This could 
adversely lead to the risk of penalties being incurred. It is therefore imperative that HRMC 
communicate these hallmark changes to these small sized advisers especially as the financial 
penalties involved can be substantial. This means that any such guidance should be 
particularly clear. 
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Andrew Cockman 
Director – National Tax Office 
Grant Thornton UK LLP  
Grant Thornton House  
Melton Street  
Euston Square  
LONDON  
NW1 2EP  
 
Telephone: 020 7383 5100  
Fax: 020 7383 4715 

www.grant-thornton.co.uk 

© 2016 Grant Thornton UK LLP. All rights reserved. 
 

'Grant Thornton' refers to the brand under which the Grant Thornton member firms provide assurance, tax and 
advisory services to their clients and/or refers to one or more member firms, as the context requires.  
 
Grant Thornton UK LLP is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member 
firms are not a worldwide partnership. GTIL and each member firm is a separate legal entity. Services are delivered 
by the member firms. GTIL does not provide services to clients. GTIL and its member firms are not agents of, and 
do not obligate, one another and are not liable for one another’s acts or omissions. 

 

http://www.grant-thornton.co.uk/

