
 

 
Shares Working Together Steering Group 

22 July 2015 @ 10:30am  
 Floor G, room number- Auditorium R 

100 Parliament Street   
(1 Horse Guards Road entrance)  

 Westminster, London. 
 

 
Attendees                                                     
Sarah Wulff- Cochrane (SWC)  British Bankers Association 
Peter Stewart (PS)    British Bankers Association 
Adam Parry (AP)    CIOT & Linklaters 
Michael Phillips (MP)  HSBC 
Michael Quinlan (MQ)  Law Society (E&W) & Temple Tax Chambers  
Craig Leslie (CL)  Stamp Taxes Practitioners Group & EY  
Fiona Cole (FC) Stamp Taxes Practitioners Group & KPMG 
Geoff Yapp (GY)    HMRC, Director, Stamp Taxes  
Anne Berriman (AB)    HMRC 
Chris Taylor (CT)    HMRC  
Simon English (SE)    HMRC 
Julie Johnson (JJ)      HMRC 

 
Apologies 
Robert Fair  (RF)    Euroclear  
Jane Ewart  (JE)    HMRC 
Peter Downing (PD)    HMRC 
 
 
 

1. Welcome 
 

- GY welcomed everyone to the meeting 
- There were no new members of the group  
- GY introduced Julie Johnson, a manager from the Stamp Office in Birmingham 

 
2. Review of minutes from the last meeting 

 
- GY referred to the minutes of the last meeting (already circulated) and asked if there 

were any comments - there were no points arising. 
- GY led a review of the Action Points from the last meeting. 
- AP1 – There is no-one from EUI to respond.  CDI/ADR was on the agenda any 

further discussion was postponed. 
- AP2 – HMRC had been asked to amend STSM guidance regarding converting 

consideration foreign currency to sterling. CT advised that in future guidance will refer 
to rates published by the Bank of England rather than the FT.  There has been 
restricted access to internet publishing colleagues during the migration of web 
content from the old HMRC website to GOV.UK.  Everything is in hand, appropriate 
actions will be taken as access is open.  AP was closed. 

- AP3 – PS confirmed that the CREST repayment issues raised had been discussed 
off-line. AP closed  

- AP4 –Regarding feedback requested on the new process for stamping transfer 
schemes of arrangement – no-one had anything to feedback. AP closed  

- AP5 – Regarding feedback requested on the OTS proposals for simplifying stamp 
duty – no-one had anything to feedback. AP closed  



 

- AP6 – It was confirmed that HMRC’s initial thoughts on what is not funded debt had 
been circulated to the group prior to the meeting.  This is also an agenda item it was 
agreed to postpone further discussion of the subject.  

   
3. Stamp Duty performance  

 
- CT advised that HMRC had made changes to the way that telephone calls form 

Stamp Taxes customers are being processed.  This is not expected to impact on the 
level of service.  He assured the group that this is closely monitored internally. The 
changes had been notified to the group as a matter of courtesy.  CT asked that any 
feedback from members be passed to him.  

- CT advised that operational performance expectations are being met for ‘simple’ 
stamping of documents. 

- CT said that the team is under strain dealing with applications for stamp duty reliefs.  
He said there had been significant increases in the numbers of applications being 
received (up 50% in 3 years). There is no discernable reason for this.  He added that 
around 32% of all applications are being returned as they are incorrect or incomplete.  

- CT also referred to similar issues regarding completion of stock transfer forms 
- It was noted that the quality of publically available versions of the forms varied.     
- It was agreed that a list of common errors should be circulated to the group [AP1].      

 
4. Stamp Duty Reserve Tax performance  
      
- CT reported that there are currently no operational issues with regard to processing 

SDRT notifications through CREST or manually. 
- CT referred to the introduction of new penalties for late payments and late notification 

which came into effect from 1 January 2015. A review had been carried out to cover 
the first six months which showed 2 late filing penalties and no late payment penalties 
had been charged.   

- The numbers of ‘off market’ notifications received in the Stamp Office had declined 
since the SDRT on AUTs/OEICs was abolished 

- The position regarding these penalties is as anticipated i.e. little impact.  
- FC asked if the introduction of SCH55 & 56 penalties impacted on the Stamp Office 

policy of not charging interest on SDRT paid for 60 days where the transfer relates to 
residual securities and the intention is to present a document for stamping.  CT said 
he would revisit and advise [AP2]. 

- CT advised that HMRC has always given customers the option to ask for a receipt for 
a payment made direct to it.  This is an administrative burden for HMRC.  In practise, 
although customers ask for receipts they are rarely produced when required as 
evidence of payment in reclaim cases.  There is no statutory obligation to issue 
receipts.  HMRC has reviewed the situation and decided that it will not issue receipts 
for payments after 6th September 2015.  For several weeks HMRC has been issuing 
notifications advising that customers of this intention when returning receipts.  This 
should mean that the customer group involved is aware of the change. There has 
been no feedback from customers.  PS asked what evidence of payment would be 
accepted in future.  CT replied that evidence to confirm payment to HMRC has been 
made in the company’s business records would be accepted and cross checked to 
HMRC’s own records of payments.    

 
5. CREST Enhanced Assessment Service (CEAS)  

 
- SE said that the group last met at the beginning of the year.  The group share 

HMRC’s concerns regarding transparency and settlement netting. 
- This covers circumstances covered in Phase 1 (which focused on netted settlement 

cleared through CCPs).  The solution results in ‘gross’ transactions being reported 
and charged (as Stamp Assessed Transactions or SATs) and the ‘netted’ transaction 
is reported but not assessed or charged. 



 

- Further work is needed to agree on accountability and reporting responsibility for the 
SATs.  We are working with EUI to arrive at the most practical solution. 

- Phase 2 had led to discussions of aggregation, an alternative practise of adding 
together the cumulative results of a number of “buy” transactions in the same security 
reported as one aggregated trade and then accounting for SDRT on the aggregated 
trade.   

- It is acknowledged there are issues such as accountable person for SDRT may not 
know the components of the agent instruction. 

- HMRC has been asked if aggregated transactions could be allowed under it’s 
Collection and Management powers.  The internal advice is that this is outside of the 
scope of those powers. 

- Another suggestion has been an indicator flag to be used in CREST to identify 
aggregated trades, using this is considered to be a half-way house and it would 
impose a compliance obligation on HMRC.   

- Progress has been on hold due to the general election and the need to consider 
matters within HMRC. 

- Plan to reconvene the group.  Due to the holiday period this will probably be 
September 2015. 

- HMRC is fully aware that failure to find a solution could impact on Phase 1; the aim is 
to have a level playing field.    

- Further issue; is a netted instruction an agreement to transfer for SDRT purposes? Is 
an aggregated instruction a transfer for SDRT purposes? SDRT is a gross transaction 
tax in the legislation.  Thoughts from CL and MQ; netted=No, aggregated = possibly.   

- HMRC has some data but could do with more to increase understanding. SWC 
suggested sharing data parameters with the group - agreed HMRC will circulate 
details of the data sets used in CEAS Phase 2 discussions and seek assistance from 
the group [AP3]. 
 

6. CDI/ADR 
 

-  The question of whether SDRT should be charged on a CDI on an ADR/ADS had 
been discussed at the previous meeting. 

-  SE said HMRC had received contributions to the debate particularly from EUI and the 
Law Society 

-  SE said that after taking advice HMRC’s opinion is that a CDI over an ADR is liable to 
SDRT.  

-  The discussion that followed indicated that there were some potentially serious flaws 
in HMRC’s position which would invite a legal challenge.    

-  SE was asked how many CDIs are impacted by this situation and advised that there 
approximately 100 CDIs over ADRs have been identified of which 28 are set up as 
chargeable to SDRT. 

-  GY said that it was evident that are some complex arguments involved and 
suggested that in order for the matter to be considered properly HMRC needed to 
understand both sides.   

-  GY added that there were governance mechanisms within HMRC for considering 
matters such as this to make sure that if litigation was a probable or possible outcome 
that notwithstanding legal advice received, HMRC was certain that the position was 
defensible and appropriate.  

-  He invited representations from the group and asked if MQ and CL were best placed 
to take a lead on bringing the together the different strands.  It would be helpful if 
responses are made by mid-September [AP4].  It was agreed that it would be 
beneficial to consider the parallel situation of CDIs over securities that are held in a 
clearance service at the same time. 

 
 
 
 



 

7. Low strike rate options 
 

- CT explained that HMRC has understood that the majority of option contracts are 
settled in cash and for those that aren’t the strike price paid for exercising the option 
was substantially equivalent to the market value and so was content to treat the strike 
price as the consideration for the purpose of calculating the tax.  

- He added that HMRC has seen an evolution in deep in the money options that result 
in settlement by way of securities and an onward transfer to a depositary receipt 
service.  These options have an extended and variable exercise period that results in 
an exceptionally low strike price, which impacts on the tax charge. 

- It has been difficult to develop a picture of who offers these options and how. 
- HMRC had sought information from ADS operators regarding these options and that 

for a time this seemed to slow the flow of these options. HMRC continued to monitor 
the situation and it is now evident the effect was only temporary.  HMRC feels there is 
a need to take action. 

- One solution put forward would be to charge SDRT on the market value of the 
securities transferred.    

- CL indicated that any action had the potential to cause a degree of market 
dislocation, sweeping up legitimate derivative trading. 

- SWC said that BBA had members in capital markets who would want to be part of 
any consultation. 

- AP referred to the Wimpey charge on the issue/grant of an option over equities.  It 
was noted that unless the option is on ‘paper’, this is unlikely to have any affect for 
stamp duty or SDRT.1    

- HMRC will issue a note to the group setting out the areas of concern. [AP5] 
- It was agreed that a period of consultation should precede any formal action.  

 
 

8. Funded Debt 
 
- SE referred to the note circulated in advance of the meeting, adding this represented 

HMRC’s first thoughts on the subject.  
- AP said that the note addressed a small number of concerns. He added that the cost 

of attempting to replicate complex debt structures would be prohibitive.   
- He said that HMRC’s insistence on the mirroring of funded debt effectively represents 

the withdrawal of relief under section 77 FA86 for large listed groups of companies.  
- SE explained that the current situation arose out of a customer query regarding the 

meaning of stock in the context of section 77 FA86. 
- HMRC’s legal advice is that there is a requirement to apply the wider definition of 

stock in as defined in section 122 SA1891.  
- FC suggested that clarity was needed with regard to what is meant by traded “debt 

instruments”. 
- MQ suggested that logically this should be freely marketable and transferrable 

without the consent of the issuer.  An amendment to the note to describe the debt 
instruments within scope as “freely transferrable” was proposed.  

- It was agreed that AP should put down his thoughts on the matter and pass them to 
HMRC to consider. [AP6] 

                                                           

1 See STSM113010: Stamp Duty - “…As transactions undertaken by members of a derivative investment exchange 
are normally verbal, a contract which confirms a verbal agreement is not regarded as a stampable document upon 
which stamp duty is payable.  Stamp Duty Reserve Tax (SDRT) - As the issue or granting of an equity option contract 
represents an agreement to vest rights, rather than an agreement to transfer existing rights, in an underlying equity or 
securities, there is no SDRT obligation for which a tax charge will otherwise arise under the provisions of FA86/S87.” 

 

 



 

- It was also agreed that this would better inform HMRC when attempting to arrive at a 
workable interpretation of what should be regarded as funded debt in the context of 
the legislation and the intent. 

 
9. AOB 

 
- AP asked the reporting requirements in a cancellation scheme.  SE replied there is no 

change. 
- FC asked if Stamp Office had revised its view of body corporate status of LLCs in the 

light the decision in HMRC v Anson.  AB said that HMRC will be considering the 
stamp duty impact along with HMRC colleagues with a view to making a combined 
response.  

  
 

 



 

 

Action 
Point 

 For 

AP1 Prepare and circulate a list of common errors in applications 
for Stamp duty relief. 

CT 

AP2 Clarify Stamp Office policy (in STSM142020) not to charge 
interest where SDRT is paid but a document is to be 
presented for stamping within 60 days2 

SE/CT 

AP3 HMRC request for data re: aggregated trading to inform 
considerations. To circulate details of the data set used for 
CEAS Phase 2 discussions  

SE/CT 

AP4 Representations requested regarding why CDIs over ADR 
should not attract a tax charge  

MQ/CL 

AP5 HMRC will issue a note to the group setting out the areas of 
concern with regard to deep in the money options and SDRT  

CT/SE 

AP6 AP to put down his thoughts with regard to the effects of 
including funded debt in the definition of stock for the 
purposes of section 77(4) FA 1986  

AP 

 
 
 

                                                           

2 STSM142020 –“…This practice was introduced in October 1998 (Issue 37 of Tax Bulletin) and reiterated in October 1999 

(Issue 43 of Tax Bulletin), from which the following is reproduced: 

“Where a stock transfer form relating to residual securities (securities that cannot be settled in CREST) is stamped within 60 

days of the date of the transaction, it remains the case that the Stamp Office will not seek interest on the SDRT in the meantime 

and no notice need be given. However, should a stock transfer form not in fact be duly stamped within this time then interest on 

the unpaid SDRT will still run from the accountable date. In addition, if a notice was not delivered by that date the penalties 

described above will apply. 

It should be noted here, and more generally, that if a stock transfer form is presented for stamping more than 30 days after it is 

executed, and the duty is paid late, then interest will run on the Stamp Duty and there may be a penalty for late stamping.” 

 


