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investigations

The taxpayer now has a duty to ‘self-assess’ whether served with a Tax Return or not; your Inspector has until 31 January 2008 to challenge or to explore your fiscal affairs for the year to 5 April 2006. 

Among the more enduring images in recent theatre, J B Priestley’s ever present upholder of the law, as symbolised by an empty yet rocking chair; to and fro, to and fro, to and fro. How? What cause? Yet, evidencing very distinct presence which we neglect at our peril, nevertheless in absence. By the Jabbok (‘sweet Beckside by’) Jacob’s anguished encounter lasts throughout a long night, with...well, with what, whom...he’s not quite sure? In fact he’s certain he does not know, save, however, that he knows it’s certainty. Again presence in absence.

‘All Tax Returns will be checked’ (1), and (2) ‘some cases selected for enquiry’. In fact (2) precedes (1) as before Tax Returns were issued in April 2006 HMIT had already selected for full enquiry one in every two thousand Tax Returns. He has something of the Calvinist in him. It doesn’t matter what you do, the Taxman has predestined that ‘it will be you’ or ‘it will be not you’ willy nilly. If a taxpayer is selected for full enquiry then no ‘blame’ can be attached to him or her; no good reason for the enquiry is given, nor can be offered. It is simply that before the dawn of the 2005 / 06 Self Assessment Tax Return you were already chosen.

Taxpayers will, nevertheless, be relieved to hear that Irenaeus also has his part to play in you Tax Officer’s imagination.: his watchfulness over all his charges leads him also to make aspect enquiries (1) (i.e. something has taken up his interest and he makes enquiry about it.)

Enquiry will be undertaken in an open, non-inquisitorial, ‘irenic’ mode as befits the responsible steward who oversees his master’s affairs in a watchful yet unsuspicious way.

If your Tax Return is to be examined your TO must serve you with written notice before 31 January 2008 and so, despite being served with a 2005 / 06 Tax Calculation and ensuant Statements of Account, his or her interest in your 2005 / 06 fiscal affairs will continue till 31 January 2008 and, in some cases, beyond. There follows something of an introduction to the formal arrangements an Inland Revenue Enquiry might take:

· a letter to taxpayer that Enquiry is to be made, and requesting information that is needed,

· you may choose to be professionally represented at any time

· the records you keep may be examined 

· correspondence may include seeking clarification, examination of tax treatment, etc. 

· HMIT has statutory powers to obtain information

· your records may be examined at your church house, etc.


· HMIT can request a meeting with you where formal records will be kept and signed for 

· if you believe an Enquiry is taking too long or you believe it has effectively finished you have the right to ask why. 

· you should complete your 2005 / 2006 tax affairs even when enquiries into 2004 / 05 have not yet finished 

· if HMIT finds something wrong you will be asked for a payment on account 

· when the enquiry comes to an end HMIT will write to you 

· HMIT will make strenuous attempts to come to an agreement on tax, surcharges, interest, penalties with the taxpayer. If this is not achieved, the latter has a right of appeal to the Appeal Commissioners.

Should your Inspector seek to examine some irregular matter it is in your interest to co-operate fully with him or her. In the case of the clergy it is likely that the failure to declare correctly simply amounts to an innocent mistake. In this event no penalty is likely to arise though you might be charged interest. Should an entry be so carelessly made as to amount to negligence your Inspector might be justified in taking a different view. Should you yourself come across an error then immediate and voluntary disclosure is the best way forward; should the transgression be revealed in the course of a challenge by your Inspector it is in your interest to co-operate with him or her. Should you ‘dig your heels in’ or deny that something is wrong to the last possible moment then any ensuing penalty will reflect your intransigence. Once you and your Inspector agree on any additional tax and interest that is due your Inspector will discuss with you any penalty in terms of a percentage of the tax underpaid (say 35%). At the conclusion of this process a formal contract is entered into in which (1) it is anticipated that the taxpayer will make an ‘offer’ in writing i.e. an agreed sum within a specified time, to which (2) the Inspector may agree by issuing a letter of acceptance. Should you decline to enter into contract your Inspector will (1) issue an Assessment to cover the tax he or she feels is due (2) make a ‘determination’ of the interest that arises, and (3) determine any penalties he or she believes to be due. You may (1) still enter into discussion with your Inspector or (2) resort to the appeals procedure through the (General) Commissioners in the time-honoured way. At the end of an investigation your Inspector will ask you to sign a Certificate of Disclosure confirming that all your income has been declared if it has turned out that you have been in error.

Investigation might arise out of careless entries in a Tax Return yet it is probable that ministers are more likely to find themselves on the ‘wrong side’ of the taxman because of the failure to keep adequate records and the maximum penalty for this is £ 3,000.

Once an investigation is underway it is in everyone’s to conclude it as soon as possible. The taxpayer will be invited to consider a ‘Faster Working’ approach and is encouraged to do so -           

    1. GENERAL PHASE           

    2. FACT-FINDING PHASE               

       Week 1   S9A Notice to Taxpayer                           Week 4       Arrangements to examine records                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                   

                                                                                                               / Factfinding

       Weeks 6 to 10          Examination of records                 

    3. INVESTIGATIVE PHASE               

       Weeks 10 to 12       Discussion with taxpayer         Weeks 12 to 14               Discussion between                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            

                                                                                                                                   taxpayer and Agent

       Week 17                  Interview with taxpayer           Weeks 18 and 19             Proposals for a settlement               

       Weeks 20 and 21    Thinking time                           Weeks 22 to 24                Settlement

You can pursue the matter beyond your TO to the Officer in Charge, followed by the Controller, the Adjudicator, and through your member of Parliament to the Ombudsman. In Appendix 4 you should                     acquaint yourself with the Taxpayer’s Charter which binds the IR to attitudes of helpfulness, courtesy, fairness and confidentiality. The Charter is further supported by Codes of Practice which you can obtain from your TO.
