Explanation Letter (Direct Tax)
Dear {insert details}
I am writing to tell you that I [now] intend to issue

[a closure notice] or [closure notices] and [amendment] or [amendments] for {insert year(s)}
[a tax assessment] or [tax assessments] for {insert year(s)}.        

[I explained how I reached this decision in my letter dated {insert date}.] or
[I have reached this decision because {explain here the facts, reasons for the decision, law supporting the tax decision and amount of tax due as a result of the decision if appropriate}.]

[I can now tell you that no penalty is due] or
[I also intend to issue 

{a penalty assessment/determination} or {penalty assessments/determinations} for {insert year(s)}]       

I explain below the reasons why [a penalty] or [penalties] are due.
{The completion notes at the bottom of this letter explain what you must include here for each penalty or group of 'like' penalties}
In the next few days I will send you the following notices: 
[a closure notice] or [closure notices] and [amendment] or [amendments] for {insert year(s)}
[a tax assessment] or [tax assessments] for {insert year(s)}        

[a penalty notice/determination] or [penalty notice(s) {and} {or} [determination(s)] for {insert years(s)}.
Once you have received the notices you can appeal against them, if you do not agree with them.

I enclose factsheet HMRC 1, which explains how you can appeal against HMRC decisions and the options available to you as a result of an appeal.
Yours {insert details}
{insert your details}
Completion notes
1) Remove brackets and words in italics. Ensure the end result is correct, logical and good English.
2) This explanation letter should only be used for cases that include penalties under TMA 1970. It can be used where the case includes both penalties under TMA 1970 and FA07/08 but not for cases that only include FA07/08 penalties.     
3) For each penalty or group of penalties under TMA 1970 explain: 

· the offence committed and which legislation applies

· our evidence that the offence has been committed

· the statutory maximum penalty

· the abatement for disclosure and the reasons for that abatement

· the abatement for co-operation and the reasons for that abatement

· the abatement for seriousness and the reasons for that abatement

· the abated penalty amount.
4) For each penalty or group of penalties under FA07/08 explain:
· the offences committed and which legislation applies

· where appropriate, whether the disclosure was prompted or unprompted

· the penalty range for the offences 

· the behaviour which gave rise to the penalty and our evidence for this
· the penalty amount and how this was calculated including any reductions for quality of disclosure.
5) Enclose factsheet HMRC 1.
