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 Penalty explanation - schedule 1 

  
  
Inaccuracy penalty charged under Schedule 24 Finance Act 2007 
  

Type of tax, duty or levy: Income Tax and Class 4 National Insurance Contributions 

Description of the inaccuracy: You overstated your claim to allowable business expenses 
 

   

Explanation Details Key  

The penalty we have calculated is a 
percentage of the potential lost revenue 
(PLR). There are three stages to deciding 
what the penalty percentage will be. 

The PLR for this inaccuracy is shown in the 
penalty table at the end of the schedule. 

Potential lost 
revenue (PLR). 

Stage 1: The penalty range.  

The penalty will fall within a range. This 
range will depend on our view of the 
following: 

 Stage 1 the 
penalty range 

 Behaviour - the behaviour which led to 
the inaccuracy, and 

We consider that the behaviour was ‘careless’. 
This is explained below. 

Your agent has stated that when you submitted 
your 2012-13 Self Assessment Tax Return, you 
believed all expenses to be 'bona fide' and so in 
his view the Return was not inaccurate. Your 
agent has however agreed that many of the 
expense claims as submitted on your Return 
should be amended following my review of your 
records and subsequent correspondence with 
him. It follows that this means that your Return 
was in fact inaccurate. It is my view that if you 
had fully discussed your expenses with your 
agent or with HM Revenue and Customs before 
submitting your claim, you would not have made 
such excessive claims. I therefore consider your 
behaviour which led to you submitting inaccurate 
returns to be 'careless'. 

 

 Disclosure - Whether the disclosure 
was prompted or unprompted. 

The disclosure was prompted because you did 
not tell us about the inaccuracy before you had 
reason to believe we had discovered it, or were 
about to discover it.  

 For this ‘careless’ inaccuracy, with a prompted 
disclosure, the minimum penalty percentage is 
15% and the maximum penalty percentage is 
30%. 

 

 This means that the penalty range is from 
15.00% to 30.00% 
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Explanation Details Key  

Stage 2: The reduction for quality of 
disclosure 

We can reduce the percentage depending 
on our view of how much assistance you 
gave us during our check. We refer to this 
assistance as the ‘quality of disclosure’ (or 
as ‘telling, helping and giving’).  

The detail aside shows how we have 
decided the amount of reduction we will 
allow. 

 

 

Telling: Your agent has explained to me how 
you arrived at the majority of the figures as 
submitted on your return 

Helping: You willingly attended a meeting with 
me and your agent has given positive assistance 
in helping to quantify revised figures 

Giving: You have given me access to your 
business and other records and responded to 
requests for additional information. However, an 
Information Notice was required on one 
occasion, so I cannot give a full reduction. 

Stage 2 – 
reduction for 
quality of 
disclosure 

 Because of this, the total reduction we have 
allowed is shown below: 

 

 Telling us about it 30 %  

 Helping us understand it 40 %  

 Giving us access to records  25 %  

 Total reduction  95 %  

Stage 3: The penalty percentage  

We then: 

 Stage 3 – 
penalty 
percentage 

 work out the difference between the 
minimum and maximum penalty 
percentages (Stage 1) 

The difference between the minimum and 
maximum is 15.00% 

 multiply that figure by the total reduction 
(Stage 2) to get the percentage 
reduction 

(difference) 15.00%  

Multiply by 

(total reduction) 95.00% 

 Equals  

 (percentage reduction) 14.25%  

 deduct the percentage reduction from 
the maximum penalty percentage we 
can charge.  

(maximum penalty) 30.00%   

Minus 

(percentage reduction) 14.25% 

 Equals  

This gives us the penalty percentage. (penalty percentage) 15.75%  

To work out the penalty amount, we multiply 
the PLR by the penalty percentage. 

This is shown in the penalty table at the end of 
this schedule. 

Amount of 
penalty 
calculated 



 

 
 

 3 

   

Explanation Details Key  

Other reductions or adjustments 

Where relevant we then reduce the penalty 
for any special circumstances or default 
surcharge and make adjustments for other 
penalties that we have charged.  

If we have given a reduction for default 
surcharge or made an adjustment for other 
penalties, this is because we have charged 
one of these on the same tax. We cannot 
charge more than one penalty on the same 
tax.   

 

Based on the information we have, we do not 
consider there are any special circumstances 
which would lead us to further reduce the 
penalty. Any other reductions or adjustments are 
shown in the penalty table at the end of this 
schedule. 

 

Other 
reductions or 
adjustments 

 The penalty amount, after taking into account 
any other reductions or adjustments, is shown in 
the penalty table at the end of this schedule. 

Penalty after 
other reductions 
or adjustments 

Once we have worked out the penalty after 
any other reductions, we decide how much 
of it, if any, we can suspend. 

If we suspend any of the penalty and: 

 you do not meet the suspension 
conditions, or  

 you become liable to further penalties  

the suspended amount will become payable.  

There is more information about suspending 
penalties below.  

The amount of penalty that we propose to 
suspend is shown in the penalty table at the end 
of this schedule. 

Amount of 
penalty to be 
suspended   

The amount of penalty that we cannot 
suspend is: 

 the penalty amount calculated, less  

 the amount to be suspended. 

The amount of penalty that we cannot suspend is 
shown in the penalty table at the end of this 
schedule.  

Amount of 
penalty we 
cannot 
suspend 

Information about suspending penalties  

We can only suspend a penalty that relates to a careless inaccuracy in a return or document. We can only suspend it 
if we can set conditions to help avoid penalties in the future and if we think you can meet these conditions. We can 
suspend a penalty for up to 24 months.  

We cannot suspend any of this penalty. No changes can be made to customer's record keeping; all inaccuracies are 
purely a matter of the customer making excessive claims Suspended penalties are explained in more detail in 
factsheet CC/FS10 Suspending penalties for careless inaccuracies in returns or documents. You can get a copy of 
this factsheet from our website. Go to www.hmrc.gov.uk/compliance/factsheets.htm or, if you prefer, you can 
phone us and we will send you what you need. 

More information about penalties for inaccuracies 

You can find more information about penalties for inaccuracies in factsheet CC/FS7a Penalties for inaccuracies in 
returns or documents. You can get a copy of this factsheet from our website. Go to 
www.hmrc.gov.uk/compliance/factsheets.htm or, if you prefer, you can phone us and we will send you one. 

Penalty table 
     

Period PLR Penalty 

Amount of 
penalty to be 
suspended 

Amount of 
penalty we 

cannot suspend 

05/04/2009 to 
04/04/2010 £2,460.04 £387.45 £0.00 £387.45 

05/04/2010 to 
04/04/2011 £2,386.56 £375.88 £0.00 £375.88 

05/04/2011 to 
04/04/2012 £4,431.97 £698.03 £0.00 £698.03 
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Period PLR Penalty 

Amount of 
penalty to be 
suspended 

Amount of 
penalty we 

cannot suspend 

05/04/2012 to 
04/04/2013 £2,154.80 £339.38 £0.00 £339.38 
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