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Introduction
The University is an exempt charity within the meaning of Part 3 of the Charities Act 2011. As such it
is potentially exempt from UK taxation in respect of income and capital gains within categories
covered by relevant tax legislation and to the extent that such income or gains are applied to
exclusively charitable purposes.
In practical terms the above means that all income from the University’s charitable activities of
providing education and engaging in non-commercially funded research is exempt from UK
corporation tax. This includes investment and rental income, and capital gains. The University would
be subject to UK corporation tax on profits from its non-charitable activities, were it unable to prove,
on an annual basis that it had made an aggregate loss on those activities.
The University and its subsidiaries receive no similar exemption in respect of UK VAT and the
University VAT group is partially exempt for VAT purposes. As the majority of the services the
University provides are exempt supplies of education and non-business research, it has a low VAT
recovery rate on its overheads, which is consistent with the rest of the University sector. This creates
extra work to comply with VAT legislation, but also creates opportunities to improve VAT
recoverability. As a charity the University is able to take advantage of various VAT reliefs.
The University’s subsidiary undertakings are subject to UK corporation tax in the same was as any
commercial organisation, although they may take advantage of Section 471 CTA2010 to mitigate the
corporation tax liability through gift aid.
The University is responsible for complying with UK legislation on income taxes and social security
in the same way as any other employer.
As the University’s international partnerships and overseas activity increase there are additional
requirements for it to comply with all relevant tax and social security legislation in those overseas
countries where it operates and/or its employees are based.

1.1

Purpose

1.1.1

This policy and strategy document sets out how the University (including its subsidiaries) will conduct
its tax affairs and manage tax risk.

1.1.2

With the exception of the Introduction above:
• all references to the “University” apply also to all subsidiary companies
• any references to “tax”, “taxes” or “taxation” are to UK taxation and to all corresponding
worldwide taxes and similar duties in respect of which the University has any legal obligations.

1.1.3

This policy and strategy document explains how the University will conduct its own tax affairs. It does
not specifically cover the requirement, arising from the Criminal Finances Act 2017, for the University
to have reasonable procedures in place to prevent the facilitation of tax evasion by one of its
“associate” persons (defined as an employee, agent or other person who performs services on behalf
of the University). The University is committed to preventing the facilitation of such tax evasion and
is developing procedures to provide a defence against a charge of facilitating tax evasion. As part of
these procedures, relevant content will be added to the Ethical Conduct Policy in due course.

1.2

Scope
This policy is applicable to members of Council, Executive Board, and their relevant subcommittees, and to all staff engaged in activities where tax may have an impact. This includes:
•
•
•

•
1.3

members of the Finance and Payroll Departments involved in the calculation and reporting of
tax liabilities and provision of tax advice to other employees of the University
members of the Advancement Team involved in reporting and advising on gift aid
senior managers and other staff involved in budgeting, option appraisals and contract
negotiation where taxes may have an impact on the level of income received, or costs borne,
by the University
staff involved in purchase requisitioning and the raising of sales orders

Definitions
BUFDG – British Universities Finance Directors Group www.bufdg.ac.uk - the University sector
representative group.
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Policy and Strategy

2.1

Policy
The University will manage its tax affairs in accordance with the following key principles:
•

the University will comply fully with all relevant laws, rules, regulations, statutory reporting and
disclosure requirements wherever it operates

•

the University will ensure that the tax strategy is at all times consistent with the University’s
overall strategy, its approach to risk management and its core values

•

the University will apply professional diligence and care in the proactive management of all risks
associated with tax matters, and ensure that governance and assurance procedures are
appropriate

•

the University will foster constructive, professional and transparent relationships with tax

authorities, based on principles of integrity and collaboration
•

the University will use reliefs, exemptions, incentives and, where appropriate, tax structures, in
order to optimize its tax position in the conduct of its activities, but will not use them for purposes
which are knowingly contradictory to the original intent or spirit of the legislation.

2.2

Strategy

2.2.1

Risk Management
The University will adopt a risk based approach to tax management which ensures that all
significant tax risks are identified and assessed in terms of likelihood and impact. It will also ensure
that appropriate controls are put in place, documented and maintained. It will adopt a generally
cautious approach to tax risk.

2.2.2

Roles and Responsibilities

.1

The Finance Committee, on behalf of Council, has oversight of the University’s tax affairs. Finance
Committee will receive an annual report on the management of the University’s tax affairs to
include:
•
•
•
•
•

a ‘proof of tax’ reconciliation (i.e. a reconciliation from the pre-tax surplus to the tax charge for
the year)
details of any HMRC compliance visits
details of any internal or external tax audits (including payroll tax or VAT audits)
tax fees paid/payable
tax risks and opportunities.

.2

The Chief Financial Officer has overall accountability for the University’s tax affairs.

.3

The Chief People Officer is responsible for ensuring that appropriate systems, processes and
controls are in place to identify and calculate accurately the liability for employment taxes.

.4

Day-to day responsibility for submitting tax returns and ensuring that the correct amount of tax is
paid on time rests with the following:
• the Head of Tax for VAT and Corporation Tax
• the Head of Reward for employment taxes.

.5

Day to day responsibility for administration of the Gift Aid Scheme rests with the Gift Processing
Assistant within the Advancement Team.

2.2.3

Staff Training and Qualifications

.1

The University will maintain an appropriately qualified in-house tax resource comprising staff with
relevant tax, accounting and payroll qualifications and experience. All such staff will be expected to
maintain their technical knowledge and undertake continuing professional development.

.2

The University will ensure that all relevant Finance and non-Finance staff (see Scope paragraph 1.2)
above are suitably trained in, and understand, tax legislation and best practice as it applies to their
work.
Specifically, the Finance Department will:
•
•
•
•

make available and encourage relevant tax training
provide tax guidance to those making tax or business decisions as part of their job role, either
via the University’s website or in specific guidance notes
encourage staff to ask questions about tax and make suitably qualified staff available to
answer those questions
simplify the tax elements of documents, such as purchase requisitions and sales orders, to
make them as user friendly as possible

.3

The Payroll Department will provide similar guidance in respect of employment taxes.

.4

The University will not provide personal tax advice, with the exception of guidance on PAYE and NI
matters which specifically affect the individual’s employment with the University.

.5

Relevant Finance and Payroll staff will attend conferences and workshops (including those organised
by the University’s external tax advisers, BUFDG and the Charity Tax Group) to help ensure that the
University operates best practice within the Higher Education and Charity sectors.

.6

They will also be expected to monitor and actively contribute to BUFDG discussion boards on tax
related issues.

2.2.4

Professional Advisors

.1

The University will engage external tax advisers with extensive knowledge and experience in the
Higher Education and not-for-profit sectors.

.2

The University will seek external advice:•
•
•

where issues are outside the competence of the Finance Department (or Payroll Department
in the case of employment taxes)
where there is doubt as to the correct tax treatment and advice will inform the assessment
of risk
where it is more economic to use external support than to apply internal resources.

2.2.5

Value for Money
The University will ensure that it achieves value for money by:•
•

only paying the tax that it is obliged to pay; and
making appropriate use of internal tax resources and external tax advisors.

2.2.6

Tax Planning

.1

The University aims to pay the right amount of tax legally due both in the UK and overseas,
recognising that it has a fiduciary duty to act exclusively in its best interests as a charity in the
management of its affairs and the application of its property to further the University’s purposes for
the public benefit,. This duty makes it appropriate for the University to engage in reasonable and
prudent tax planning and to take advantage of available tax reliefs and exemptions relating to
charities where these will assist the work of the University, encourage genuine donations and
coincide with the purposes for which these reliefs and exemptions were created.

.2

The University will maintain existing tax mitigation measures (including the use of subsidiary
companies where appropriate) and will implement new methods of reducing its tax liabilities where
legally and ethically possible, thus optimising funds available to fund the University’s core activities
and further its strategic aims. It will not, however, include mechanisms which could be considered
abusive e.g. falling within HMRC’s General Anti-Abuse Rule (“GAAR”).

.3

The University will seek advance approval from HMRC of any arrangements where there is potential
for HMRC to challenge the University’s interpretation of legislation and the amount of tax involved is
significant. This will include approval for VAT recovery methods to be applied to new capital
developments.

2.2.7

Relationship with Tax Authorities

.1

The University seeks to have a transparent and constructive relationship with tax authorities
wherever it operates.

.2

Risk Profile
In relation to its UK operations, the University will seek to establish and maintain a low risk profile
with HMRC and thereby minimise HMRC’s intervention by:
•
•
•
•

demonstrating openness and competence, adopting open and collaborative professional
relationships at all times
replying promptly to HMRC’s enquiries
demonstrating strong and reliable systems, processes and controls to support the accurate
calculation of tax liabilities
engaging in full, open and early dialogue with HMRC to discuss tax planning, strategy, risks and
significant transactions

•
•
•

.3

proactively entering into dialogue with HMRC with regard to issues where the correct treatment
is uncertain
working collaboratively with HMRC should disagreements arise to resolve issues by agreement
(where possible)
only challenging HMRC’s decisions via appeal to the tax tribunal when the University has a strong
case and the amount of tax at stake is significant.

Dealing with Errors
When a mistake is made in respect of information submitted to the tax authorities or tax paid, the
University will act swiftly to correct the mistake and inform the tax authorities as required.

.4

Other
The University will respond to HMRC consultations as appropriate, either by direct response to HMRC
or via BUFDG.
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Governance Requirements

3.1

Implementation / Communication Plan

3.1.1

This policy and strategy document will be published on the University website.

3.1.2

Links will be provided from the Financial Regulations and the Ethical Conduct Policy.

3.1.3

It will be communicated to all Heads of Department via a Leaders Alert for onward
dissemination as appropriate.

3.2

Exceptions to this Policy
N/A

3.3

Review and Change Requests

3.3.1

This policy and strategy will be reviewed on an annual basis.

3.3.2

The operational owner will be responsible for any minor changes between formal reviews e.g.
changes of role titles or other titles or names which do not change the meaning of the policy.

3.4

Legislative Content

3.4.1

The University is required to comply with UK tax legislation and case law.

3.4.2

It is also required to comply with tax legislation and case law in any other countries in which it
operates or its employees are based.

3.5

Stakeholder Statements

3.5.1

Equality: tbc

3.5.2

Health & Safety: N/A

3.5.3

Other: This policy has been reviewed by the following who are satisfied with the content:
•

Chief People Officer

•

Payroll Manager

•

Head of Advancement Services and Campaign Planning

