TAXING MATTERS
TAX MAN WINS IN COURT OF APPEAL
Tax officials are entitled
to investigate a tax
return after the usual
one-year limit has
passed if their discovery assessment letter
meets one of two tests,
according to a recent
Court of Appeal ruling
that reaffirms a longestablished power for
the taxman.
In a recent case, Derek
Hankinson v HMRC,
Hankinson who had
already lost his appeals
in the first tier and
upper tier tribunals, lost
again in the Court of
Appeal. Hankinson had
challenged the right,
that HMRC had raised
an assessment under
discovery provisions in
2005 for a suspected
tax loss in 1998/99.
In the judgment published in December last
year Lord Justice Lewison concluded that
HMRC’s use of section

29 was valid. The Court
of Appeal decision was
not a surprise to tax
experts; it was a useful
piece of case law for
accountants dealing
with tax investigations
to bear in mind.
What is a discovery?
This is where information comes to hand,
that was not known by
HMRC during a period
when they were entitled to check, or
enquire into, an individual’s self assessment return. Normally
there is a time limit
that HMRC generally
have to operate within.
This is within twelve
months from the date
the return was submitted if this was done on
time. For those submitting late returns,
there is an approximate
fifteen-month
window.
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What are these
two tests?
Under section 29 of the
Taxes Management Act
1970 (at the time of the
case), however, HMRC
can investigate tax
returns after the oneyear
window
by
sending a discovery
assessment letter if one
of two conditions apply:
•Firstly, the full and
accurate facts were not
available to HMRC officers due to incomplete
disclosure, negligence
or fraudulent behaviour
by the taxpayer or
agents;
•Secondly, the HMRC
officer completing an
enquiry could not have
reasonably
been
expected to have been
aware of the loss of tax.
Why are discovery
assessments raised?
In most circumstances
these
assessments

result from a current
intervention (enquiry or
investigation in old
terms) when information is obtained, or
assumptions are made,
that there has been a
loss of tax to HMRC.
Whilst these can be
appealed against, generally
in
most
circumstances, compromises are reached
during a negotiation
process with HMRC
through the taxpayers’
accountant.
Paul Taylor of PBT Tax
Solutions and creator of
Taximanager, the online
accounts system for the
driver, points out that
whilst any accountant
can generally prepare
accounts and submit
the relevant Self Assessment returns, not that
many are experienced
at protecting the interests of their client, in the
event of an intervention.

More funds available
for Investigations
Following on from this
ruling, HMRC have
stated that they had
been given extra funds
for tax investigators to
help reduce tax avoidance. That pressure to
increase tax receipts
means that HMRC is
likely to use Section 29
more often for tax
investigations. Investigation experts say:
“HMRC is increasingly
using its discovery
powers.”
However Paul Taylor,
along
with
many
experts, firmly believes
that despite HMRC’s
powers the best practice is to get the return
in as soon as is practically possible after 6

April.
For those who have
just scrambled their
return in before the
recent 31 January
deadline, this is maybe
something to bear in
mind and get prepared
for a couple of months’
time.
Paul Taylor
PBT Tax Solutions
If any readers have any
queries then initial
advice is free, please
email
pbttax
solutions@gmail.com
or
phone
01224536194
Paul Taylor has provided a series of articles
on self employment,
record keeping and
investigations. These
can
be
accessed
through PHTM back
issues, on our website
www.phtm.co.uk/news
paper.asp
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£4,120 on a new ‘12’ reg Hyundai
HYUNDAI
i800 8 Seater

Hyundai I30 1.6 CRDI
Comfort Estate (115ps)
16inch Alloy Wheels, Body Colored Door
Handles, Electric Front and Rear Windows,
Electric and Heated Door Mirrors, Leather
Steering Wheel and Gear Knob, Steering
Wheel Audio Controls, Retractable Load
Cover, Roof Rails, Air
Conditioning, ESP,
HYUNDAI
Front Fog Lights, Full
i30 ESTATE
Length Curtain
Airbags, Adjustable Combined fuel 60
.1mp
Steering Column,
Emissions 124 g
Drivers Seat Lumber
1
Adjustment. (Vehicle
).+ *+$ ! "+)'
comes with a 2£13,345
year or 100,000
mile warranty,
whichever comes
first)

£4,120

When choosing an
accountant this is perhaps a good thing to
establish at the outset.

Hyundai i40 1.7 CRDI ActiveTourer
(115ps)

1
2
).+ *+$ ! "+)'

£17,995
Saving

£3,690
16” Alloy Wheels, Body Colored Door Handles,
Chrome Radiator Grille, Two tone side Mouldings
and Bumpers, Privacy Glass, Air Conditioning with
2nd Row Operation, Front Fog Lights, ABS with EBD,
Childproof Rear Door Locks, High mounted Brake
Lights, Leather Steering Wheel and Gear Knob,
Driver and Front Passenger Air Bags, Radio /CD with

6 Speakers, Door Courtesy and Door Step Lights,
Electric Door Mirrors, Front Electric Windows,
Reversing Rear Sensors, Heated Drivers Seat, Trip
Computer, Luggage Capacity 851 Liters.
(Vehicle comes with a 2-year or 100,000 mile
warranty, whichever comes first). NOW AVAILABLE
IN AUTOMATIC WITH OR WITHOUT LEATHER.
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CANCELLED FLEET ORDERS FOR MARCH REGISTRATION
VAUXHALL INSIGNIA
EXCLUSIV 2.00 CDTI 16V
))+
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NEW FORD MONDEO 1.6
TDCI ECO EDGE MODEL
- +- -)*

))+

0 $&/!+

FINANCE CAN BE ARRANGED .....NO PROBLEM.
Contact George Hamilton: Mobile 07768 051 489
or 0131 558 8005 or E-mail: george@patonstaxis.co.uk
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16” Alloy Wheels, Bluetooth Connectivity with voice
recognition, Electric F & R Windows with Anti-Trap and
One Touch Up & Down Control, Electric & Heated Door
Mirrors with Integrated LED Indicators, Electric Parking
Brake with Auto Hold Function, Halogen Headlights with
Static Cornering Lights and
LED Daytime Running Lights,
HYUNDAI
AutoLights, Eco Drive
Indicator, Leather Steering
i40 TOURER
Wheel & Gear Knob, Steering Combined fuel
65.7m
Wheel Audio Controls, Air
Emissions 113. pg
Con, Front Fogs, Adjustable
Steering Col., Stereo RDS
1
).+ *+$ ! "+)'2
Radio/CD player with MP3
Compatibility, Intelligent
£16,995
Stop and Go with Rolling
Resistance Tyres. (Vehicle
Saving
comes with a 2-year or
100,000 mile warranty,
whichever comes first)

£2,760

0131 558 8005 • www.taxiworld.co.uk
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