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Introduction	

The	All-Party	Parliamentary	Loan	Charge	Group	(Loan	Charge	APPG)	was	established	to	bring	together	cross-party	
parliamentarians	from	both	Houses	of	Parliament,	who	have	concerns	about	the	nature	and	impact	of	the	'2019	
Loan	Charge’,	which	came	into	force	on	the	5th	April	2019.1			

The	Loan	Charge	APPG	is	clear	that	people	should	pay	the	right	amount	of	tax	and	we	believe	the	Government	
should	clamp	down	on	tax	evasion	and	properly	resource	HMRC	to	do	this.	We	also	believe	that	the	Government	
should	 prospectively	 close	 any	 loopholes	 that	 allow	 for	 unacceptable	 avoidance.		 However	 there	 is	 increasing	
concern	about	the	Loan	Charge	in	terms	of	 its	fairness	and	impact	and	the	purpose	of	the	Loan	Charge	Inquiry	
was	to	look	into	this.2		

With	the	passing	of	the	Finance	(no.2)	Act	2017,	the	Government	introduced	a	Loan	Charge	on	all	employment-
related	 loans	 made	 since	 1999.	 	 It	 has	 the	 effect	 of	 being	 a	 45	 percent	 non-refundable	 charge	 on	 all	 loans	
advanced	during	this	period,	unless	the	individual	agrees	to	pay	upfront	a	figure	calculated	by	HMRC,	regardless	
of	whether	any	such	tax	was	legally	due	at	the	time.	

The	charge	is	effective	from	5th	April	2019:	anyone	who	has	ever	been	employed	through	such	a	structure	will	
face	a	retrospective	charge	in	the	2018-19	tax	year	which	is	payable	by	January	2020.	

HMRC	and	the	Treasury	have	repeatedly	stated	that	HMRC	are	helpful	and	have	a	sympathetic	approach	to	
the	collection	of	the	Loan	Charge	and	Settlement	negotiations.		

MPs	have	been	given	this	impression.	

There	is	a	growing	body	of	evidence	which	suggests	that	the	reality	 is	very	different	to	what	HMRC	and	the	
Treasury	would	like	MPs	and	the	public	to	think.	

	
We	have	identified	a	number	of	key	themes	that	have	been	observed	in	taxpayers’	 interactions	with	HMRC.	
The	themes	are	grouped	under	9	headings:	

1. Clearly	and	wholly	unaffordable	Time	To	Pay	(TTP)	offers	
2. Aggressive	communication		
3. Threats	of	Bankruptcy	
4. Communications	arriving	at	a	time	of	maximum	stress	and	distress	
5. Offering	unregulated	financial	advice	
6. Unreasonable	delays	in	HMRC’s	responses		
7. Inconsistencies	in	HMRC	calculations	between	the	settlement	contract	and	the	calculation	appendices	
8. Punitive	rate	of	interest	on	Time	to	Pay	of	4.25%		
9. Unreasonable	contractual	terms	for	settlement	

	

																																								 																					
	
1	government/publications/hmrc-issue-briefing-disguised-remuneration-charge-on-loans/hmrc-issue-briefing-disguised-
remuneration-charge-on-loans	
2	http://www.loanchargeappg.co.uk/wp-content/uploads/2019/05/Loan-Charge-Inquiry-Report-April-2019-FINAL.pdf	
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1.	Clearly	and	wholly	unaffordable	Time	To	Pay	(TTP)	offers	

This	 is	the	topic	that	appears	most	frequently	when	LCAG	members	discuss	settlement	offers	received	from	
HMRC.	 HMRC	 and	 the	 recently	 departed	 First	 Minister	 to	 the	 Treasury,	 Mel	 Stride	MP,	 have	 consistently	
claimed	 that	 HMRC	 “take	 a	 measured,	 proportionate	 and	 sympathetic	 approach”3.	 We	 have	 extensive	
evidence	of	HMRC	demanding	sums	of	money	that	are	wholly	unaffordable.	

Example	 1	 shows	 an	 individual	 who	 earns	 circa	 £30,000	 per	 year,	 which	 equates	 to	 taking	 home	
approximately	£2,000	per	month;	HMRC	are	demanding	£3,511	per	month	over	a	5	year	TTP	agreement.	 It	
would	be	obvious	to	any	reasonable	person	that	an	individual	cannot	sustainably	pay	more	than	their	income	
every	 month,	 even	 before	 taking	 day-to-day	 living	 costs	 into	 account.	 This	 individual’s	 partner	 also	 has	 a	
similar	demand,	along	with	a	similar	level	of	income.	

	
Example	1

																																								 																					
	
3	https://hansard.parliament.uk/Commons/2019-05-21/debates/A0EB47F0-397A-4039-9C6B-
1C2D1CB6C1A0/LoanCharge#contribution-08D87974-D9D4-4543-9891-35D0614F1999	
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Example	2	shows	an	individual	who	has	no	source	of	income,	a	fact	that	HMRC	are	aware	of.	Their	settlement	
offer	includes	a	ridiculous	5-year	TTP	agreement	of	£6,224	per	month	–	this	would	require	a	gross	salary	of	
£122,000	per	year	just	to	service	the	TTP	agreement.	

	
Example	2	
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We	have	also	seen	evidence	that	HMRC	are	wholly	unreasonable	and	irrational	 in	their	settlement	dealings.	
Example	3	shows	correspondence	from	HMRC	stating	that	a	proposed	TTP	agreement	has	been	rejected	by	
HMRC	as	the	officer	does	not	believe	the	individual	has	the	means	to	service	the	agreement	–	HMRC	then	go	
on	to	demand	the	entire	payment	in	full	within	a	short	timescale.	 It	 is	unclear	how	the	HMRC	officer	thinks	
that	this	is	‘a	measured,	proportionate	and	sympathetic’	conclusion	to	the	matter;	if	the	TTP	proposal	is	not	
affordable,	then	how	could	an	immediate	lump	sum	payment	be	afforded?	

	
Example	3	
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2.	Aggressive	communication		

HMRC	have	a	duty	to	treat	all	taxpayers	fairly,	 it	 is	specified	in	HMRC’s	code	of	conduct	that	officers	should	
assume	that	all	 individuals	are	acting	 in	a	 truthful	and	honest	manner.	We	have	evidence	that	HMRC	often	
communicate	with	individuals	in	a	manner	that	falls	far	short	of	this	expectation.	

Example	 4	 relates	 to	 an	 individual	 negotiating	 a	 TTP	 arrangement	 for	 Accelerated	 Payment	 Notices	 (APN)	
raised	 by	 HMRC	 on	 the	 basis	 of	 a	 disputed	 tax	 liability	 for	 the	 individual’s	 use	 of	 loan	 arrangements.	 This	
example	 includes	 the	 threat	 that	 the	 TTP	 arrangement	would	 be	 cancelled	 and	HMRC’s	 debt	management	
team	would	“pursue	the	full	debt	via	various	methods”.	There	is	also	a	veiled	threat	that	the	HMRC	officer	has	
made	himself	aware	that	the	individual	has	assets	that	could	be	used	to	fund	a	settlement.	

	
Example	4	
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HMRC	representatives	have	repeatedly	stated	that	no	one	will	be	disadvantaged	by	the	Loan	Charge	as	long	
as	 they	are	 in	discussions	with	a	view	to	agreeing	settlement	before	31st	August	2019.	However,	HMRC	are	
routinely	contacting	individuals	to	pressurise	and	coerce	them	into	settling	by	issuing	demands	with	arbitrary	
deadlines.	Example	 5	 includes	 the	 threat	 that	 if	 settlement	 is	 not	 reached	by	2nd	 July	 2019,	 then	 the	 Loan	
Charge	must	be	paid	–	i.e.	that	HMRC	will	be	withdrawing	from	settlement	negotiations	prior	to	their	publicly	
stated	deadline.	

	
Example	5	 	
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HMRC	have	also	shown	evidence	of	acting	outside	the	law,	requesting	information	from	taxpayers	that	they	
are	not	permitted	to	request.	Example	6	is	a	particularly	powerful	illustration	of	this,	where	the	HMRC	officer	
has	 requested	a	 copy	of	 a	 taxpayer’s	mortgage	application	 to	 support	her	assertion	 that	 the	 individual	has	
undeclared	income.		

While	a	 tax	enquiry	opened	under	 section	9A	of	 the	Taxes	Management	Act	1970	allows	HMRC	 to	enquire	
into	anything	contained	in	the	taxpayer’s	return,	the	officer	even	admits	that	a	mortgage	application	form	is	
outside	 the	 statutory	 records	 required	 under	 TMA	 1970.	 How	 would	 an	 ordinary	 unrepresented	 taxpayer	
know	this?	

	
Example	6	
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Of	 related	 concern	 is	 HMRC’s	 seeming	 victimisation	 of	 individuals.	 Example	 7	 shows	 correspondence	 of	 a	
concerned	wife	after	her	husband	has	been	subjected	to	repeated	fraud	investigations	by	HMRC	and	directly	
speaks	to	this	issue	and	the	resultant	impact	on	the	individual’s	mental	health.	

	
Example	7	
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3.	Threats	of	Bankruptcy		

HMRC	and	Treasury	officials	have	repeatedly	stated	that	they	only	pursue	bankruptcy	in	rare	cases	and	that	
they,	supposedly	generously,	“do	not	wish	to	make	people	bankrupt”.	The	truth	of	the	matter	is	that	HMRC	
appear	 worryingly	 keen	 to	 commence	 bankruptcy	 proceedings.	 In	 Example	 8	 HMRC’s	 Debt	 Management	
department	 [DM]	 wrote	 to	 an	 individual	 over	 claimed	 APN	 debts	 –	 having	 threatened	 bankruptcy,	 DM	
acknowledged	that	they	should	not	have	as	the	individual	still	being	in	discussion	with	the	Counter	Avoidance	
department	[CA]	regarding	settlement.	The	same	letter	then	goes	on	to	say	that	if	settlement	is	not	reached	
with	CA,	DM	will	take	action	via	County	Court	-	which	would	likely	lead	to	bankruptcy	proceedings.	HMRC	are	
not	true	to	their	word	on	bankruptcy	and	a	lack	of	coordination	within	HMRC	indicates	they	are	a	government	
department	which	is	out	of	control.	

	
Example	8	
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The	reality	of	bankruptcy	threats	 is	 further	shown	in	Example	9.	This	 individual	was	given	11	days	from	the	
date	of	this	letter	before	HMRC	would	start	bankruptcy	proceedings.	

	
Example	9	
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4.	Communications	arriving	at	times	of	maximum	stress	and	distress	

A	 strange	 and	 concerning	 pattern	 has	 emerged	 with	 regard	 to	 the	 timing	 of	 correspondence;	 numerous	
examples	of	HMRC	contacting	individuals	at	times	when	the	impact	would	be	expected	to	cause	the	greatest	
stress.	Example	10	was	sent	on	the	individual’s	birthday	(3rd	April	2019);	suspicions	are	raised	that	the	timing	
of	 this	 correspondence	 is	 deliberate	 as	 the	 individual	 contacted	 HMRC	 to	 discuss	 settlement	 on	 27th	
September	2018,	a	full	6	months	prior.	

	
Example	10	

Correspondence	 from	HMRC	 is	 also	 routinely	 received	 on	 a	 Friday,	 so	 individuals’	weekends	 are	 ruined	 by	
worrying	about	the	content	with	no	ability	to	contact	either	HMRC	or	a	tax	adviser.	We	have	seen	evidence	of	
bankruptcy	notices	arriving	in	the	days	immediately	before	Christmas	and	bank	holidays4.	In	doing	this	HMRC	
forces	 additional	worries	on	 the	 individual,	 causing	 additional	 stress.	Days	 that	 are	meant	 to	be	periods	of	
happiness	 and	 celebration	 are	 destroyed	while	 the	 individuals	 are	 unable	 to	 contact	 HMRC,	 their	 own	 tax	
advisor,	or	their	MP	to	discuss	the	matter.	

	 	

																																								 																					
	
4	LCAG	Press	Release	21/12/2018	-	https://www.hmrcloancharge.info/lcag-press-release-21st-december-2018/	
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5.	Offering	unregulated	financial	advice		

HMRC	are	not	registered	or	authorised	by	the	Financial	Conduct	Authority	(FCA),	but	there	is	evidence	that	as	
part	of	their	discussions	around	settlement	HMRC	are	offering	debt	advice.	This	is	not	permitted.		

The	Loan	Charge	APPG	has	already	written	to	the	FCA	with	regard	to	this,	but	has	not	yet	received	a	reply.		

It	is	not	appropriate	for	HMRC,	whose	role	is	to	collect	tax,	to	tell	people	that	they	should	attempt	to	take	out	
loans	to	pay	HMRC’s	demands.	

Example	11	 includes	the	expectation	that	this	 individual	should	attempt	to	take	out	a	 loan	to	pay	the	sums	
claimed	by	HMRC;	HMRC	should	not	be	offering	such	advice.	

	
Example	11	
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6.	Unreasonable	delays	in	HMRC’s	responses	

Many	 individuals	 facing	 the	 Loan	 Charge	 have	 encountered	 unreasonable	 delays	 in	 receiving	 replies	 from	
HMRC.	The	uncertainty	faced	by	these	individuals,	for	periods	of	ten	months	or	even	longer,	along	with	the	
inability	to	make	any	future	plans	compounds	the	hardship	and	stress	of	their	situation.	

In	 response	 to	a	 letter	 from	an	 individual	on	31st	 January	2018,	Example	 12	 shows	a	 response	 from	HMRC	
dated	30th	May	2019	–	fully	16	months	after	the	initial	correspondence.		

	
Example	12	

	 	



	
	

15	
	

7.	Inconsistencies	in	HMRC	calculations	between	the	settlement	contract	and	the	
calculation	appendices	

In	many	 cases,	 individuals	 have	 received	 settlement	 figures	 that	were	 inconsistent	with	 details	 that	HMRC	
requested	 from	 them	 and	which	were	 submitted	 by	 the	 individual.	 Sometimes	 figures	 differ	 between	 one	
piece	 of	 HMRC	 correspondence	 to	 the	 next.	 Many	 individuals	 have	 reported	 basic	 arithmetic	 errors	 in	
settlement	 calculations	 and	 the	 APPG	 Secretariat	 discovered	 a	 widespread	 and	 still	 apparently	 unresolved	
issue	regarding	the	treatment	of	leap	years.		

Getting	errors	corrected	by	HMRC	is	a	laborious	task	that	involves	many	phone	calls	and	letter	exchanges	until	
consistent	figures	are	received	–	significantly	increasing	the	stress	to	the	individual	when	an	arbitrary	deadline	
such	as	the	Loan	Charge	is	looming.	

As	shown	 in	Example	13	whilst	discussing	settlement,	HMRC	statements	showed	a	difference	of	£16,181	 in	
payments	 recorded	 against	APNs.	Unsurprisingly	 it	was	 the	 later	 correspondence	 from	HMRC	 that	 had	 the	
lesser	amount,	resulting	in	them	demanding	a	much	higher	sum	for	settlement.	

	
Example	13	

	 	



	
	

16	
	

We	have	also	seen	HMRC	claim	that	‘closed’	years	are	in	fact	 ‘open’	during	settlement	discussions	and	thus	
claiming	additional	 interest,	and	forward	 interest,	on	settlement	calculations	and	TTP	agreements.	Example	
14a	and	b	shows	this.	Statutory	taxpayer	time	protections	are	fundamental	to	the	rule	of	law,	and	whether	a	
year	is	open	or	closed	is	a	critical	piece	of	information	in	support	of	this.	

For	 the	 ordinary	 unrepresented	 taxpayer,	 unable	 to	 call	 upon	 specialist	 tax	 knowledge,	 it	 is	 difficult	 to	
understand	how	they	would	identify	errors	in	HMRC’s	calculations.	It	is	very	likely	that	some	people	are	being	
forced	to	accept	figures	that	are	incorrect	and	which	they	could	not	possibly	identify	the	inaccuracies	which	
HMRC	themselves	have	introduced.	

	
Example	14a	

	
Example	14b	
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8.	Punitive	rate	of	interest	on	Time	to	Pay	of	4.25%	

The	 interest	 rates	charged	on	TTP	arrangements	 include	a	1%	surcharge	over	HMRC’s	normal	 late-payment	
interest	 rate,	which	 is	 claimed	 to	 be	 “compensation”	 to	 HMRC	 for	 the	 risk	 they	 claim	 to	 carry	 during	 TTP	
arrangements.	TTP	arrangements	that	include	settlement	for	“Open”	years	are	calculated	with	this	so-called	
forward	interest	on	the	amounts	demanded	by	HRMC,	which	results	in	individuals	paying	excessive	amounts	
compared	to	the	actual	sums	demanded.	We	have	not	seen	any	evidence	of	HMRC	acting	sympathetically	in	
any	way	with	regard	to	these	interest	charges.	

It	should	also	be	noted	that	the	TTP	agreement	is	agreed	as	an	alternative	to	immediate	enforcement	of	the	
tax	demand,	which	would	likely	result	 in	the	bankruptcy	of	the	individual	and	loss	of	at	 least	part	of	the	tax	
demanded.	 It	 is	 therefore	worth	 considering	whether	 HMRC	 are	 in	 fact	 taking	 a	 risk	 by	 agreeing	 to	 a	 TTP	
agreement	at	all.	

	 	



	
	

18	
	

9.	Unreasonable	contractual	terms	for	settlement	

Reaching	settlement	with	HMRC	on	these	tax	demands	is	not	simply	a	case	of	paying	the	money	and	getting	
on	 with	 your	 life.	 HMRCs	 settlement	 terms	 (an	 example	 is	 posted	 below)	 are	 egregiously	 one-sided	 and	
attempt	 to	 avoid	 scrutiny	 or	 challenge	 in	 the	 future	 should	 HMRC’s	 behaviour	 subsequently	 be	 found	
unlawful.		

The	individual,	under	the	threat	of	the	Loan	Charge	is	effectively	forced	into	signing	this	so-called	“voluntary	
settlement”	–	no	court	case	has	proven	that	the	money	is	due.	Yet,	as	shown	in	Examples	15	and	16,	HMRC	
require	 the	 settler	 to	 “admit	 your	 failure	 to	 meet	 statutory	 obligations”.	 This	 potentially	 incriminates	 the	
person	as	a	“serial	tax	avoider”.	The	individual	is	also	required	to	declare	that	they	will	not	pursue	HMRC	even	
if	HMRC’s	tax	opinions	are	 later	defeated	 in	court.	To	be	clear,	a	court,	even	the	Supreme	Court	might	rule	
that	HMRC	were	entirely	wrong	on	a	basic	principle	that	blows	apart	their	arguments	regarding	the	taxes	they	
claim	are	due,	 but	 individuals	who	had	already	 settled	would	 find	 that	 they	had	already	 signed	away	 their	
rights	to	financial	redress	from	HMRC.		

Between	this	and	the	Loan	Charge	the	victim	is	being	forced	to	make	a	false	confession	and	to	give	up	their	
common	law	rights	of	recourse	to	the	courts.	All	for	an	unproven	liability.	

	
Example	15	
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Example	16	

	 	



	
	

20	
	

Conclusion	

The	 inescapable	 conclusion	 from	 the	evidence	presented	above	 is	 that	 there	 is	 a	 total	disconnect	between	
what	HMRC	say,	both	publicly	and	privately	to	parliamentarians,	and	the	reality	as	experienced	by	taxpayers.	
HMRC	 are	 clearly	 struggling	 to	 cope	 with	 the	 volume	 and	 the	 complexity	 of	 settlement	 requests	 despite	
having	had	20	years	to	investigate	and	understand	the	structure	of	these	arrangements	and	the	application	of	
the	tax	law	to	them.	Not	to	mention	three	years	notice	of	the	specific	Loan	Charge	deadlines	in	which	to	set	
up	the	settlement	processes.		

HMRC	claim	to	have	always	been	clear	about	the	arrangements	being	against	the	spirit	of	the	law,	but	when	
asked	to	tell	a	taxpayer	what	the	“spirit	of	the	law”,	as	HMRC	see	it,	requires	them	to	pay,	they	need	months	
to	respond.	HMRC	make	demands	of	 taxpayers	 in	 terms	of	 response	times	that	 they	themselves	are	 totally	
unable	 to	 achieve.	 They	 demand	 records	 from	 taxpayers	 to	which	 they	 have	 no	 legal	 right	 to	 receive,	 but	
when	 the	 taxpayer	 asks	 for	 information	 on	 whether	 other	 parties	 may	 have	 already	 settled	 the	 tax	 (very	
pertinent	in	the	circumstances),	HMRC	cite	taxpayer	confidentiality.	When	asked	to	supply	PAYE	records	from	
up	to	20	years	prior,	HMRC	state	that	they	are	not	legally	required	to	keep	such	old	records	–	how	do	HMRC	
then	expect	taxpayers	to	retain	records	well	beyond	such	statutory	requirements.	

All	 in	 all,	 the	 picture	 is	 one	 of	 a	 organisation	 that	 is	 out	 of	 control	 and	 focused	 solely	 on	 an	 objective	 of	
maximising	 revenue	 collected,	 by	 whatever	 means	 necessary,	 not	 on	 behaving	 fairly	 to	 taxpayers	 or	 on	
collecting	the	correct	amount	of	tax.	

Loan	Charge	APPG	
June	2019	
	


