How to Guide:
Special Relief
Claims



Background
[bookmark: _GoBack]If a client has not submitted a Tax Return by the filing deadline HMRC has the power to eventually raise an estimated tax bill also known as a determination. Determinations of tax are made under Section 28C TMA 1970. Determinations can be replaced by sending in a Tax Return for that year before the statutory deadline. The deadline is the later of 12 months from the issue of the determination and three years from the normal filing date. So, for example, a determination for 2011/12 issued on 4 October 2014 can be replaced up to 31 January 2016 by filing the 2011/12 Tax Return. 
If a Tax Return is submitted after the deadline it will not be processed unless the true tax bill is greater than the estimate. If the true tax liability is less than the estimate it will only be processed if accompanied by a Special Relief claim or a Special Remission claim. Since the specialist claims team consolidated in Edinburgh in 2017 TaxAid generally no longer makes Special Remission claims – instead HMRC themselves may offer temporary or permanent remission of the debt if the Special Relief claim fails i.e. we just submit Special Relief claims even if we think it will not succeed. This guide still retains details on Special Remission for information purposes only.
A Special Relief claim needs to meet three conditions A, B and C see https://www.gov.uk/hmrc-internal-manuals/self-assessment-claims-manual/sacm12230 et seq. for more details. In particular the word ‘unconscionable’ in condition A is interpreted by HMRC as ‘completely unreasonable or unreasonably excessive’. For ‘completely unreasonable’ you need to demonstrate that it was beyond the client’s capability to submit the Tax Returns for the entirety of the relevant period. For ‘unreasonably excessive’ you need to demonstrate that the determination is disproportionate to the true tax bill. Although we only have to demonstrate either ‘completely unreasonable’ or ‘unreasonably excessive’ it is prudent for us to try to demonstrate both in our claims. 
Condition B requires the client’s tax affairs to be up to date i.e. all the client’s Tax Returns to be in – whether or not determinations have been issued for each Tax Return. Historically HMRC also interprets Condition B to require that clients have paid all the non-determination tax or at least have a payment arrangement in place to cover this.
A Special Remission claim can only be made for TaxAid or Tax Help for Older People clients and would be appropriate if you think the client cannot meet conditions A, B or C and is on a low disposable income. If Special Remission is granted then the legal liability is not changed to the true tax position – but, instead, HMRC agree to either temporarily or permanently not pursue the determination. Therefore, if the client was a due a tax refund for a determination year you may want to re-consider whether it is possible to do a Special Relief claim. NB Clients who have stopped working and are nearing retirement are more likely to get permanent remission whereas younger clients may only be given temporary remission. 
With temporary remission the debt can be pursued again if/when a client’s financial circumstances improve.
How TaxAid deal with Special Relief Claims Step One - Contacting HMRC
1. Call HMRC Fast Track to confirm which Tax Returns are outstanding or have not been processed. In some cases HMRC may be able to locate unprocessed Tax Returns for determination years – and if so you can ask these to be faxed to you.
2. Request any PAYE or CIS information for as far back as necessary from Fast Track – although be aware that they can sometimes only go back five tax years.
3. Check with HMRC whether the client has made any contact with them over the years where Returns are outstanding. If the client has made contact you will need to ascertain from them why this did not solve their issue.
4. Request a detailed Self-Assessment statement of account and put debt collection on hold for two/three months (if possible). Generally Special Relief or Special Remission claims can take up to two months.
All these details may not be needed in all cases, your conversation with the experienced Fast Track team should enable you to obtain all the facts relevant to your case.
Please refer to the Special Relief checklist in Appendix 1.
Step Two –Contact the client for any additional information
You will need a detailed chronology for a relevant period of reasons why the client did not submit their Tax Return(s) on time. The relevant period is from the issue of the Tax Return to the deadline mentioned above i.e. the later of 12 months from the issue of the determination or 3 years from the filing deadline. You should sensitively enquire regarding any relationship problems, bereavements, any physical or mental health issues or capability issues such as formally assessed dyslexia or dyscalculia – get dates for all these otherwise HMRC may reject the claim. Any medical conditions need to be evidenced with a letter from a health care professional e.g. GP detailing the diagnosis, date of diagnosis and whether medication or therapy was prescribed – also whether the condition persists or when medication/therapy ceased.
You will need to assess whether the client has provided good reasons for being incapable to file Tax Returns throughout the relevant period (with no gaps) and whether the determinations are unreasonably excessive in comparison to the true tax bill. No definition is given regarding what HMRC considers to be unreasonably excessive but an example might be HMRC charging a determination of £5K when the true tax bill is zero. You should also carefully check the statement of account to see if any tax year only has payments on account instead of determinations as this can sometimes cause problems. You should discuss these issues with your TaxAid buddy.
If you are going down the Special Relief route you will need to get as much high quality information as possible to complete the outstanding Tax Returns as we are asking HMRC to replace their estimate of tax owed. i.e. We need to be certain that we are reducing that estimate correctly. If you are going down the Special Remission route it is the same however, HMRC have advised that Tax Returns do not have to be prepared where the client only received PAYE income/state benefits for the tax year in question. You need to mention in the
claim details re the employers and accurate/approximate amounts received. See ‘How to Guide – Completing tax returns’.
Please refer to the Special Relief checklist in Appendix 1.
Step Three – Making the Special Relief or Special Remission claim
For special relief claims you need four components. The claim letter with any medical evidence, a client declaration, a letter of authority and the Tax Returns. To do this you should:
· Open TaxAid’s standard special relief claim: Go to Salesforce -> ‘Generate Letters’ -> Search in Technical Letters -> ‘Special Relief Pack’.
· Amend the letter to suit the client’s situation. You should then print the letter, the client declaration and the letter of authority that follows it (these are all contained in the one word document)
· Open TaxAid’s standard overpayment relief claim cover letter: Go to Salesforce -> ‘Generate Letters’ -> Search in Technical Letters -> ‘Special Relief Cover Letter’ and amend as necessary.
You can then send the special relief cover letter, special relief claim letter, client declaration, letter of authority, Tax Returns and a stamped addressed envelope to the client. Once the client has signed the various documents and sent them back to TaxAid they will be scanned to Salesforce and forwarded to HMRC.
For special remission claims you need three or four components. The claim letter, a detailed income and expenditure account, a letter of authority and possibly Tax Returns. Tax Returns do not have to be completed for any year where there was only state benefit income or only PAYE employment income. To do this you should:
· Open TaxAid’s standard special remission claim: Go to Salesforce -> ‘Generate Letters’ -> Search in Technical Letters -> ‘Compromise Settlement Offer’.
· Amend the letter to suit the client’s situation. You should then print the letter, the detailed income and expenditure account and the letter of authority that follows it (these are all contained in the one word document)
· Open TaxAid’s standard special remission claim cover letter: Go to Salesforce -> ‘Generate Letters’ -> Search in Technical Letters ->  ‘Special Remission Cover Letter’ and amend as necessary.
You can then send the special remission cover letter, special relief claim letter, detailed income and expenditure account, letter of authority, Tax Returns and a stamped addressed envelope to the client. Once the client has signed the various documents and sent them back to TaxAid they will be scanned to Salesforce and forwarded to HMRC.
Step Four – Communicating the final result
In response to the claim for Special Relief HMRC will either:
1) Accept the claim for Special Relief.
2) Apply Special Remission.
3) Not give either of the two treatments above.
For 1) A success letter can be sent to the client confirming the result. If the client has a time to pay arrangement for non-determination debt then they can be reminded to keep to this.
For 2) you will need to contact HMRC Fast Track to check whether the remission granted is Class 4 (indefinite/temporary) or Class 10 (permanent) and then advise the client accordingly. If the remission is Class 4 we do have standard letter for this. Go to Step 5 of the ‘How To Guide’ on Handling tax debt for details.
For 3) the client does have the right to take their case to tax Tribunal within 30 days of HMRC’s decision. TaxAid does not currently have the resources to support this type of action. Generally the Specialist Claims Team would have already conducted a thorough review of the client’s case to see if they can give Class 4 remission – and if they have not done this then it means they expect the client to either take the matter to Tribunal or make a time to pay arrangement. A letter should be sent to the client detailing their rights and giving information on time to pay. Go to Salesforce ‘Generate Letters’ and select ‘General tax debt letter’.








Appendix 1
Special Relief checklist
Questions for client
	Questions
	Notes

	For which tax year was the determination issued?




	

	What date was the determination issued?




	

	Is the actual tax due for the year likely to be less than the amount determined?




	

	Do they have the information to complete the tax return and demonstrate the actual liability?
Take copies of any paperwork and note any other details



	

	Are they in time to complete a tax return to replace the determination? Or will a special relief claim be required?




	

	Take details of life events which prevented the client from filing tax returns in accordance with the deadlines
E.g. mental health issues, physical health issues, low literacy, low numeracy, learning difficulties, bereavement etc.



	


Special Relief checklist
Questions for HMRC
	Questions
	Notes

	For which years are tax returns outstanding or have been submitted but not processed. If they are able to locate unprocessed tax returns you can ask for these to be faxed to you.




	

	Request any PAYE, CIS etc. income that HMRC hold for the years for which determinations have been issued. You can ask for this to be faxed to you.




	

	Request a detailed statement of account




	

	Ask HMRC to put debt collection on hold for two/three months to give you time to submit the relief claim
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