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Minutes of partnership taxation Consultative Committee

15:00 – 17.00 on Wednesday 6 November 2013 at 

1 Horse Guards Road

	Committee
	Organisation
	OTS

	Andrew Disley 
	Allen & Overy
	Rt. Hon. Michael Jack

	Chas Roy-Chowdhury 
	ACCA
	John Whiting

	Gary Richards 
	Berwin Leighton Paisner
	Jeremy Sherwood

	Will Silsby 
	Bishop Fleming/ATT
	Gareth Jones

	Alan Hartley
	Mactaggart & Mickel
	Roger Jones

	Michael Parker 
	National Farmers’ Union
	Martin Gunson

	Liz Bridge
	Construction Industry
	Sudesh Krishnan

	Martyn Ingles
	Ingles Tax and Training
	

	Rosemary Danielian 
	HMRC
	

	Matthew Henty 
	HMT
	

	Apologies
	Organisation
	

	Sue Cave
	Federation of Small Businesses
	 


1. Welcome and introductions

Michael Jack welcomed the members to the second Consultative Committee meeting for the partnership review.

2. Discussion of Meetings
A paper had been circulated listing the meetings the OTS team had held or was planning as part of the review. Michael Jack asked Committee members whether there were any gaps in the subject areas or groups covered by the 35 or so meetings. The Committee members felt that there were several external groups which needed consulting, particularly medical partnerships, dentists and architects. It was noted that the OTS had spoken to several practitioners who handled medical partnerships, including one which specialised exclusively in them. Another suggestion was to speak to the VAT Practitioners’ Group.
Several Committee members suggested some more teams from HMRC ought to be consulted, particularly the Construction Industry Scheme team and VAT policy. The OTS would try to arrange meetings with these groups.
3. Report Delivery

The OTS shared the report structure and details of the writing process with the Consultative Committee. The aim is to provide a first draft of the report in the week starting on 25th November. The Committee will then be able to share their comments and thoughts on the report leading up to Christmas. A final report would then be published in January.

Michael Jack reiterated that the report should not try to be safe- we should not be afraid to propose radical recommendations which we think are right, not just ones which would generate buy-in.
One suggestion was to make a link between any administrative complexities and possible scope for innovation presented by HMRC’s digitalisation programme.

4. Quick Wins

The OTS discussed a draft list of possible ‘quick wins’ with the Committee. These are small-scale proposals which have been suggested by external stakeholders; they should not be too costly for HMRC to implement, and would not require legislation. They are not fully worked up proposals from the OTS. The OTS asked the Committee members whether they thought the quick wins were valid. 
A suggestion for a model partnership agreement was accepted in principle as being relatively easy to implement. In fact, one Committee member reported that BIS had provided such a model agreement on its website until recently, when it was moved as there had been little interest. Some private firms provided free model agreements online. There was some concern that the agreement would have to be thought through very carefully- while there are default provisions in the partnership act, codifying these could disrupt the flexibility partnerships provide. One committee member noted that the proposed agreement, while having some use, didn’t quite solve the problem it was originally intended to solve, the fact that many partnerships did not have formal agreements. Often individuals will not know that they are in a partnership in the first place. Michael Jack noted that the problem appeared to be one of education.
Broader education measures were thought to be useful, too- the prospect of HMRC publishing a consolidated manual of guidance was well received. Education for smaller partnerships was greatly welcomed, though delivery channels and content needed to be decided on. The idea of a basic side of A4 on partnership obligations was thought to be very helpful. 

Mandatory naming of the nominated partner on the online return was felt to be very sensible and a priority, as it would be essential to ensure the return is valid, and would cut down on the time to open an enquiry spent by compliance.

Other quick wins were felt to be lower priority. Measures to add extra questions to the SA803 (explain what this is)and CTSA return were thought to be sensible if low priority suggestions for avoiding unnecessary enquiries. 

The Committee suggested a couple of extra quick wins: It was felt that free tax return software for partnerships would be one sensible quick win. One committee member suggested double taxation relief claims needed sorting out with residence certificates not available for partnerships. This was unlikely to be easily solved, given the large number of double taxation agreements with other countries. 

Many committee members had minor administrative difficulties created by partnership forms which presented potential for simplification. The committee agreed to pass any of these they found along to HMRC and the OTS.

5. Key Areas of Complexity

A list of broad emerging findings was presented by the OTS. The committee was asked which findings they felt were the highest priority.

Partners’ expenses claims were thought to be a priority area of complexity. It was felt that there was potential for simplification by allowing partners to put personal expenses on their own returns. However this would require legislative change and the change may not be a simplification.
The partnership return was also thought to be a strong area of complexity, particularly with small partners. It was again felt that this was not an area with a current workable solution, so this should again be considered by the OTS in future work. There needed to be a balance between the information required by HMRC and the burden of producing the information. One committee member commented that we ought to take in mind the government’s current digital strategy as we consider a potential solution.

Other areas of complexity were considered to be lower priority. Particularly it was felt that issues surrounding inheritance tax being based on the partnership interest rather than underlying assets did not contain much inherent complexity- it was just different to the capital gains tax approach.

It was agreed that the list will be circulated so the Committee would be able to rank each of the areas of complexity based on their impact, so we would know what to focus on in the report.

6. AOB

It was agreed that the Committee would meet again in January to discuss the next steps following the publication of the report.
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