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At the time of creation, most tax avoidance schemes would have been believed to be both within the law 

and in the spirit of the law.  However, some tax avoidance schemes have subsequently been identified 
by HMRC as being too aggressive, contrived or artificial and are being challenged. 

Investigations into some tax avoidance schemes can go on for years. 

 

 

Tax avoidance is gaining a tax advantage that was not intended by Parliament.  Whilst tax avoidance is 
legal, it is seen by HM Revenue & Customs (HMRC) as bending the rules.  For completeness, tax evasion 
is illegal and breaks the rules. 

Tax avoidance is disliked by HMRC as it is mass marketed to taxpayers rather than bespoke tax planning 

based on specific facts and circumstances.  It is often a “one size fits all” approach. 

There are tax avoidance schemes for most taxes – VAT, Income Tax, National Insurance, Capital Gains 

Tax, Corporation Tax, Inheritance Tax, Stamp Duty Land Tax, Annual Tax on Enveloped Dwellings 

(ATED), the Apprenticeship Levy etc.. 

Since 1 August 2004, all schemes should be registered by the scheme promoters with HMRC under the 

Disclosure of Tax Avoidance Schemes (DOTAS).  If registered (and not all schemes are registered) a 

DOTAS number is assigned to be included on any tax return.  Not all forms of tax avoidance fall under 

DOTAS. 

Scheme promoters have used this DOTAS number as evidence that it is a government approved scheme 

(which it is not) and that the scheme works (which is does not). 

 

 

According to HMRC, no. 

However, whilst HMRC has proven both in the courts and tax Tribunals that a number of schemes fail 

to achieve the desired outcome of avoiding the tax, not all schemes have.  HMRC are continuing with 

their Litigation and Settlement Strategy in order to combat all forms of tax avoidance. 

 

 

As with all forms of tax non-compliance, HMRC will investigate under the taxes legislation.  Most 

investigations are undertaken by the Counter Avoidance Directorate (CAD) of HMRC and on a civil 

basis.  Where schemes are seen by HMRC as being “aggressive”, they may be investigated by The Fraud 

Investigation Service (FIS), also part of HMRC. 

However, some tax avoidance schemes have been investigated on a criminal basis. 

What is tax avoidance? 

Do any tax avoidance schemes work? 

How does HMRC challenge these schemes? 

Why should I avoid avoidance? 
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Participants will be notified of any such investigation by HMRC by letter.  Some tax avoidance schemes 

are undertaken by partnerships with hundreds of individual partners involved, for example Film 

Partnerships.  In these cases, only the Designated Partner (and their agent) will be in regular 

communication with HMRC, the remaining partners may not hear anything from HMRC for years 

whilst the investigation is underway. 

 

 

Following an investigation in which all the relevant facts are obtained, HMRC will seek a Settlement of 

all the tax and interest due. 

Unlike tax evasion, penalties do not automatically apply to tax avoidance matters – it depends on the 

facts of each scheme. 

 

 

You can check with HMRC if you are under investigation at any time. 

You may wish to use an agent to do so as HMRC may use the fact you have contacted them as an 
opportunity to ask you questions. 

 

 

If you are wanting to explore your options in exiting any form of tax avoidance, you should seek 
specialist advice to guide you through the process. 

I can negotiate the most advantageous Settlement with HMRC on your behalf and negotiate Time to 
Pay, if necessary.  This will give you certainty over your past tax compliance. 

 

 

 

 

 

To find out how Paul Malin Consultancy can help, contact Paul by 

calling: +44 (0)7979 313 010 

or email at: paul@pmc.tax 

What should I do now? 

How are these investigations resolved? 

What should I do if I haven’t heard from HMRC for a while? 


