Example: part tax directed

The caseworker finds that the contractor should have deducted and paid CIS deductions amounting to £10,364 covering the years 2006-07 to 2008-09. 

A claim under Regulation 9(4) is made and accepted resulting in a Regulation 9(5) direction totalling £3,908.

A penalty for the submission of incorrect returns will embrace 2 penalty regimes,

· S98A4 TMA1970, and 
· Schedule 24 FA2007. 
The penalty is calculated on the underpaid amount of £10,364 and should follow the relevant guidance for each regime.

The “statement of liabilities” on the offer should also include the gross amount of the CIS deductions due of £10,364.

The net offer made, to include interest (due on the net amount of CIS deductions in the recovery) and penalties, is £8,228.

The letter of offer will look like this:

TO THE COMMISSIONERS FOR HER MAJESTY’S REVENUE AND CUSTOMS

The Construction Industry Scheme deductions on statement below are unpaid, wholly or in part, because of my failure to meet all my obligations under the relevant Acts and Regulations. On the basis that no proceedings are taken against me for that liability or for the penalties and interest on it.

I, xxx of xxxx

offer the sum of  £12,136

less £942 which I have already paid, and

less £3908 for which a direction under Regulation 9(5) of The Income Tax (Construction Industry Scheme) Regulations 2005 has been made.

The balance of £7,286 will be paid within 21 days of the date of your letter accepting this offer.

If the full sum has not been paid by that day, interest at the rate which applies for Section 86 Taxes Management Act 1970 and which may be varied from time to time will also be payable on any unpaid balance from that day.  This interest will be payable without deduction of tax.

	
	Statement of  Liabilities
	

	Year

2006-07

2007-08

2008-09
	Nature of Liability

CIS deductions

CIS deductions

CIS deductions
	Amount £

1553.82

6548.24

2262.20




Signed.........................................................  Date..............................................

Print name……………………………….

