Independent Adviser on Ministers” Interests
Sir Laune Magnus CBE

The Prime Minister
10 Downing Street

29 January 2023

Dear Pime Minister,

Introduction

I

You have asked me to review the circumstances and facts conceming certain tax affairs of the Rt Hon
Nadhim Zahawi, Mimister without Portfolio, and that | assess these circumstances in the context of Mr
Zahawi's obligations under the Minstenal Code.

This report sets out relevant facts that | have established whilst respecting Mr Zahawi's nght to taxpayer
confidentiality. It provides my assessment of the Minister's conduct under the Ministenial Code, both in
terms of its specific provisions and its overnding principles.

I should acknowledge that the Minister without Portfolio has provided his full and open cooperation in
assisting with my inquines. | am also grateful for the assistance | have received from officials at HM
Revenue & Customs (HMRC) and the Cabinet Office.

Scope of work and areas of inguiry

4. The matter under review concemns the fact that Mr Zahawi was the subject of an HMRC investigation

that resulted in a determination that tax was owed and that a penalty should be applied, falling into the
HMRC category of “lack of reasonable care™. Mr Zahawi and HMRC have confirmed to me that this
matier was resolved in pnnciple in August 2022 with a scitlement agreement signed in Sepiember 2022,

The techmcal detail of HMRC's investigation and their determination is outside my scope. | have
focused on Mr Zahawi's handling of the matter in light of his responsibilitics as a Mimster who is
subject to the provisions of the Ministenial Code. The Ministenial Code makes clear that Ministers are
expected to “maintain high standards of behaviowr and to behave in a way that upholds the highest
standards of proprieny”, observing the Seven Principles of Public Life and having an “overarching duty
.. to comply with the law and 1o protect the integrity of public life”.

As well as considering the above overarching obligations, | have considered three specific arcas under
the Code:
1) How the existence of an ongoing HMRC investigation was declared by Mr Zahaw with
reference to his obligations under Chapter 7 of the Ministerial Code (up to August 2022).

1) How the settlement of the HMRC investigation was declared by Mr Zahawi (from August
2022), and in particular in relation to hus current role as Mimster without Portfolio.

1ii) The accuracy of public statements made by Mr Zahawi in relation to the matter, in view of his
obligations under the Mimistenal Code to be open and honest.



Findings
Declarations of ministerial interests

7.

The Ministenial Code sets out that “Ministers must ensure that no conflict arises, or appears 1o arise,
between their public duties and their private interesis”. All Mimsters are subject to an extensive and
ngorous frmmework, designed to provide clear gmdance on how inierests are declared and handled. This
includes a requirement that Ministers complete declaration of interests forms (which include questions
about the status of their tax affairs), ensuring these are kept up to date at all imes, and also discuss
potential conflicts and other relevant matters on an ongoing basis with their Permanent Secretary.
Ministers are also expected to disclose any relevant issues, including those which might give nise to
possible conflicts, during the process of their appointment to any ministenal role. As a Minster of long
standing, Mr Zahawi has operated within this framework over a significant peniod and should be
familiar with its requirements.

Declaration of interests - HMRC investigation

R.

10.

With Mr Zahawi's agreement, | have met with HMRC and received some details, including the timing,
of his interaction with them. This commenced in April 2021 and included a meeting which he and his
advisers attended with them in June 2021. Mr Zahawi has told me that he had formed the impression
that he and his advisers were merely being asked certain quenies by HMRC concerming his tax affairs,
and that this impression persisted until he received a letter from HMRC on 1 5th July 2022 (dated 13th
July). The principle of taxpayer confidentiality continues to apply. However, on the basis of the
confidential information to which | have had access, including correspondence between HMRC and Mr
Zahawi personally, | consider that an individual subject to the HMRC process faced by Mr Zahawi
should have understoed at the outset that they were under investigation by HMRC and that this was a
scrious matter.

I consider that an HMRC investigation of the nature faced by Mr Zahawi would be a relevant matter for
a Minmister to discuss and declare as part of theiwr declaration of interests. | would expect a Minister to
inform their Permanent Secretary and to seck their advice on any implications for the management of
their responsibilities. | would likewise expect a Minister proactively to update their declaration of
interests form to include details of such an HMRC process.

After his appointment as Chancellor on 5th July 2022, Mr Zahawi completed a declaranion of interests
form which contained no reference to the HMRC investigation. A later form acknowledged (by way of
an attachment) that Mr Zahawi was in discussion with HMRC to clarify a number of quernies. Only
following receipt of HMRC s letter received on 15th July 2022 (dated 13th July), did Mr Zahawi update
his declaration of interests form to acknowledge that his tax affairs were under investigation, but he
provided no further details other than the statement made previously that he was clanfying quenes.

Given the nature of the investigation by HMRC, which started prior to his appointment as Secretary of
State for Education on |5th September, 2021, | consider that by failing to declare HMRC's ongoing
investigation before July 2022 - despite the mimstenal declaration of mterests form mcluding specific
prompis on tax affairs and HMRC mvestigations and dispuies - Mr Zahawi famled to meet the
requirecment (at paragraph 7.3 of the Mmustenal Code) to declare any interests which might be thought
to give rise to a conflict.



Declaration of interesis - settlement of tax matter and penalty

12,

13

4.

135.

6.

Following an in-principle agreement in August 2022, in September 2022 Mr Zahawi and HMRC
reached a final settlement of his tax investigation. As Mr Zahawi has intimated in his public statement
of 21st January 2023, the settlement included a penalty applied on the basis of “carclessness™ which, in
this context, according to the HMRC Comphiance Handbook, indicates an individual’s failure to take
“reasonable care” in relation to their tax affairs.’

As sct out at paragraph |1, | consider that Mr Zahaw: should previously have declared the fact of the
investigation. The subsequent fact that the investigation concluded wiath a penalty in relanon to the tax
affairs of a Minister also requires declaration and discussion. It is a relevant interest which could give
rise to a conflict, and particularly so in the case of HM Treasury Ministers and the Chancellor of the
Exchequer, who has responsibility for the UK tax system. As a result of my inguinies, | conclude that
Mr Zahawn failed to updaie his declaration of interest form appropnately afier this settlement was
agreed i principle in August 2022, It was not until mud-January 2023 (see paragraph 16) that details of
the earlier HMRC invesngation and its outcome were declared.

I also conclude that, in the appointments process for the governments formed in September 2022 and
October 2022, Mr Zahawi failed to disclose relevant information - in this case the nature of the
investigation and its outcome in a penalty - at the time of his appointment, including to Cabinet Office
officials who support that process. Without knowledge of that information, the Cabinet Office was not
in a position to inform the appointing Pnime Minister.

Taken together, | consider that these omissions constitute a serous failure to meet the standards set out
in the Ministenal Code.

Mr Zahawi informed me that on 16th January 2023 he submutted, to his Permanent Secretary, his
declaration of interests form in relation to his current role as Mimmister without Portfolio, to which he was
appointed on 25th October 2022, and that in that form he included detail of the outcome of the HMRC
investigation. At the time of my investigation this declaration was under consideration by the Permanemt
Secretary and had yet to be submitted onward to me for consideration. Given the seriousness of this
matter, | would have expected Mr Zahawi to attend to his submission much more rapidly and, as stated
in paragraph 14 above, to have notified Cabinet Office officials at the nme of his appointment.

Public statements

17.

On 10th July 2022, following media speculation, Mr Zahawi made a public statement. He said:

“There have been news stories over the last few davs which are inaccurate, unfair and are clearly
smears. It's very sad that such smears should be circulated and sadder still that they have been
published.

“These smears have falsely claimed that the Serious Fraud Office, the National Crime Agency, and
HMRC are looking into me. Let me be absolutely clear. I am not aware of this. I have not been told
that this is the case.

“I've always declared my financial interests and paid my taxes in the UK. If there are guestions, of
course, | will answer any guestions HMRC has of me.”

" HMRC internal manual Comphance Handbook: https:‘www gov.ukhmrc-intemal-manuals'compliance-handhook ‘ch 1 140



19.

20.

Mr Zahawi has told me that at the ime of this statement, he was under the impression that he was
answering HMRC’s quenes, but that he was not under investigation. As set out in paragraph 8, |
consider that an individual subject to the HMRC process faced by Mr Zahawi should have understood
that they were under investiigation by HMRC and that this was a senous maiter.

Under section 1.3(d) of the Ministerial Code, Ministers have a duty to “be as open as possible with
Parliament and the public”. Whilst this duty clearly does not extend to disclosing personal tax
information, it does include a general duty to be accurate in statements to ensure a false impression 1s
not given or maintained.

Mr Zahawi did not correct the record until 21st January 2023, when Mr Zahawi's public statement
indicated that he had reached a settlement with HMRC following an investigation. | consider that this
delay in correcting an untrue public statement is inconsistent with the requirement for openness.

Conclusion

21,

23,

The General Principles of the Ministerial Code are very clear. Paragraph 1.1 states, “Ministers of the
Crown are expecied to maintain high standards of behaviour and to behave in a way that upholds the
highest standards of propriety”. Paragraph 1.3 states, “The Ministerial Code should be read against the
background of the overarching duty of Ministers to comply with the law and to protect the integrity of
public life. They are expecied o observe the Seven Principles of Public Life”. One of the Seven
Principles of Public Life 1s Leadershup, which requires that holders of public office should not only
exhibit the principles in their own behaviour but also actively promote and robustly support the
principles.

. A Mmster of the Crown has a responsibility to lead by example, demonstrating not just compliance

with the Ministerial Code, but being an exemplar for integrity in public life. This means upholding high
standards of propnety in their conduct as citizens and being actively conscious of possible conflicts
between their private interests (financial or otherwise) and their ministerial responsibilities. Paragraph
7.2 of the Ministerial Code states that, “It is the personal responsibility of each Minister to decide
whether and what action is needed 1o avoid a conflict or the perception of conflici”.

I consader that Mr Zahawi, i holding the high pnvilege of being a Mimister of the Crown, has shown
insufficient regard for the General Pninciples of the Mimistenal Code and the requirements in particular,
under the seven Principles of Public Life, to be honest, open and an exemplary leader through his own
behaviour. 1 want to commend Mr Zahawi for his willingness to assist with my inquiry. | also fully
appreciate the pressures faced by Ministers as they address the complex issues of government and the
difficulties they encounter in balancing the demands of their personal lives and their ministenial
responsibilities. These factors, however, cannot mitigate my overall judgement that Mr Zahawi's
conduct as a Minister has fallen below the high standards that, as Pnme Mimster, you nghily expect
from those who serve in your government.

Y ours sincercly,

Lt Aegees

Sir Laurie Magnus CBE
Independent Adviser on Ministers' Interests



	FnoVZYoWQAAgDEs
	FnoVZYpWIAEQ0Tz
	FnoVZYpX0AEmvDp
	FnoVZYqXEAABRQA

