INTRODUCTION TO EXAMPLE

This is a particularly bad example of a very significant failure by HMRC we have greyed out
areas that “les relevant” and omitted the pleadings at the end completely.




Underlying Issue 2; Cost of Sales HMRC’s Stance and explanations thereto.

4.

The business maintains both its own fleet of vehicles and also repairs cars brought to
it by owner drivers. HMRC has stated that it does not accept that the business spent of
the order of £2,600 per car, annually, maintaining and repairing the 22 hired cabs
owned by the business.

HMRC has calculated that expenditure on non owned vehicles is £376.75.

HMRC has thus concluded that the expenditure on its own own vehicles must equate
to the equivalent expenditure on non owned vehicles. £376.75.

Deriving from this it follows according to HMRC that the residue of expenditure has
been spent undertaking additional third party work, yielding substantial additional
income.

This really is one of the more ridiculous contentions that I have seen HMRC put
forward, and | respectfully suggest that the Tribunal, having appraised itself of the
facts, mat well come to the same conclusion.

In support of this contention HMRC has raised the following specific points.

a. That the business spent an average of £376.75 repairing cabs brought to them
by other owner drivers for repair.

Our Response
The comparison is without foundation and meaningless. They repair and

maintain every aspect of their own vehicle. Taxi drivers tend primarily to
maintain their own vehicles, and the taxpayers undertake only ad hoc
repairs requested of them to other vehicles.



b. That only one repair job attracted a sales invoice in excess of £1,500 in respect
of third party repairs, which is at odds with “own vehicle repair and
maintenance expenditure of £57,570”.

Our Response
There is no rationale underlying the “conclusion” which is meaningless.

c. That numbers of parts used in repairs were acquired from often seized up old,
free taxis, and purchases of spares were made only in respect of non
reclaimable parts.

Our Response
The inference is clear but there is no defined quantifying rationale

underlying the statement.

In any event The meeting notes have not been agreed by the taxpayer and
we would respectfully suggest to the Tribunal that information derived
from such speculative questions requiring speculative and undefined
answers is of little use.

Underlying Issue; Cost of Sales, Taxpayer’s Explanation

10.

11.

12.

13.

14.

The maintenance of a public transport taxi vehicle with its stop start operations is
completely different from the maintenance of a conventional car. A taxi will typically
drive 50,000 miles in a year, taking onboard 1000’s of individual loads of passengers.

We have attached at MFA Doc A details of the fitness standards required by The
Public Carriage Office. These fitness standards are rigidly enforced and vehicles are
subject to frequent inspections The fitness standards are very high, for example a tear
in the fabric of a seat which would be acceptable in a private vehicle would not be
acceptable in a public service vehicle. The replacement of the cover on a back seat for
example would be £400.

We have attached at MFA Doc B a handwritten schedule of the costs attributable to
the maintenance of one vehicle produced by the taxpayer. We have discussed the
detail of this with the taxpayer, and from this have formulated a typical schedule of
fixed annual mechanical maintenance costs which is at MFA Doc C. We have
incorporated in this an estimate of the costs that could be attributed to” seized” used
vehicles.

Using the same MFA Doc B supplied by the taxpayer we have produced at Doc MFA
D a schedule of the additional annual mechanical maintenance and repair costs that
might typically be incurred. We have incorporated in this an estimate of the costs that
could be attributed to” seized” used vehicles.

Using the same Doc MFA B supplied by the taxpayer we have produced at Doc MFA
E a schedule of the annual bodywork maintenance costs that might typically be
incurred. We have incorporated in this an estimate of the costs that could be attributed
to” seized” used vehicles.




In producing the aforementioned data we attest that we have not “lead” the taxpayers
to a figure but have simply produced a schedule on the basis of what we have been
told. From the schedules provided we calculate the average annual repair and

maintenance costs to be £2900.00.



20. Again the Tribunal has not been involved in this issue but it was another ongoing

misunderstanding on the part of HMRC that is clearly evidenced in the
correspondence.

Ongoing negligence by HMRC

21. Further errors on the part of HMRC in relation to these proceedings will already be
known to the tribunal.

Penalty Mitigation for Cooperation sought

22. The taxpayer’s has clearly demonstrated a massive commitment to cooperation by
incurring a substantial fee to us to take the matter forward. Having regard to this and

the foregoing issue in relation to HMRC the mitigation for cooperation should be 35%
leaving a penalty of 5%.



